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TUESDAY, MARCH 6, 1951 


Unirrep Srares SENATE, 
SUBCOMMITTEE ON INDUSTRIAL MANPOWER PoLicy 
OF THE SeLEcT COMMITTEE ON SMALL BusINEss, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 10 a. m., in room 457, 
Senate Office Building, Senator William G. Benton (chairman of the 
subcommittee) presiding. 

Present: Senators Benton and Schoeppel. 

Senator Benton. We will begin these hearings. We are waiting 
for General Renfrow of General Hershey’s office, and as soon as he 
comes we will put him on as a witness. Senator Schoeppel and I, 
when we met yesterday, felt that against a background of prese nt 
Government policy as prescribed by General Hershey’s office, we 
would have a better understanding of what the problem is as pre- 
sented to us by our witnesses this morning. 

I have just been talking to Senator Schoeppel about some of the 
mail that comes into my office on this problem. My people this 
morning told me I had about 100 letters. Senator Schoeppel is get- 
ting a lot of mail as is every other Member of Congress, I assume. 
The letters I have received are all more or less from some of the small- 
business men who attended the clinics which we held last summer in 
Connecticut. At these clinics manufacturers would get to their feet 
and state that one of their most acute problems was what will happen 
to their businesses when, as Reserve officers, they were pulled back 
into the service or when they, or their associates, might be drafted. 

I remember one small manufacturer in Hartford saying he was in 
the electronics business and had thirty-odd employees. Practically 
every one of the emplovees was a Reserve officer. He pointed out 
the essential character of his business and asked what the Govern- 
ment was going to do to enable him to continue in his essential 
manufacture of electronic equipment. 

[ was just showing Senator Schoeppel a letter from the Ripley Co. 
of Middletown, Conn., a plant making electronic products, employing 
73 people. These documents deal with the chief draftsman, Pfe 
Robert A. Barrett, who served from 1944 to 1946, and is now in the 
Reserve and is being called back in immediately. This company 
contends, in effect, that this action will put them out of business on 
the execution of defense contracts which they list here. 

They have four defense contracts in the field of intercommunication, 
radio equipment, on which they are working; these contracts total 
something like three-fourths of a million dollars. 

I have another case here, in the food business. Senator Schoeppel 
says there are many such similar businesses in Kansas. A company 
in New Britain, Conn., has 25 employees, Eugene Rossell is the gen- 
eral manager of this company. The entire firm, says this letter, has 
been in business for 2 years and he supervises the making up of all 
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their food products, in addition to supervising the distribution and 
so forth. 

Well, I guess we can agree that the general manager of any firm 
with 25 employees is supposed to do everything. I am sure Eugene 
Rossell does. 

What is at stake here is not only the essential nature of some of 
these businesses, including their activities on defense contracts, but, 
in addition, I think, we rome agree what is also at stake are the proper 
values and the life’s work of families that are represented in these 
businesses. 

For instance, I have a letter here from Mrs. Bonney of the Bonney 
Electrical Co. of Fairfield. Mrs. Bonney contends that her husband’s 
health broke down during the last war taking care of their 1,200 
accounts and servicing them, working day and night in the handling 
of refrigerators, ranges, and other thin; es. They are retail distributors. 
Now the young son who is running the business and operating the 
business is being called into the service, and this in effect, according 
to Mrs. Bonney’s letter, jeopardizes what might be called the life’s 
work and savings and investment of this family. 

It is against this background that Senator Sparkman decided to 
appoint this subcommittee to have these hearings, because it was 
felt if we got more evidence bearing on the problem we would know 
better how to try to guide policies as we look ahead over the next few 
years of the continuing crisis. 

Mr. Henderson of our staff and Senator Schoeppel tell me that at 
the present time our industrial deferments are considered to be lower 
than they were during World War II. He says that there are less 
than one-fifth as many industrial deferments as during World War IT. 
Of course, it would be natural there would be many fewer, because in 
World War IL we had the 18 to 36 provision on induction which 
naturally would bring in a much larger group of men subject to defer- 
ment. In the last war we had 5 percent such deferments and at the 
eurrent time I am told we are running about 1 pereent. Of course, 
this is of particular interest to small businesses, notably small manu- 
facturing businesses, Sec ause if you take a plant superintendent out 
of the General Electric plant at Bridgeport, there is the presumption 
that there are others who may not be as suitable as foremen, superin- 
tendents, and so on, but who, nonetheless, under supervision and 
direction, can carry along. On the other hand, if vou take the keyman 
out of a small business of the kind like that I have been citing here it 
can, in effect, stop the business or wreck the business or put it out of 
business. 

Senator Schoeppel, I am told that General Renfrow has arrived 

Do you have any comments that you would like to make? 

Senator ScuorpreL. No, sir; I] have nothing. You have covered 
some of the highlights, Senator, and perhaps we can show some of 
these cases which I think would be helpful. I do some time before 
the hearing is closed want to submit for the record what I consider 
some key examples illustrating what is taking place in a number of 
the small business establishments, covering say, from 75,000 to 
200,000 or 300,000, up to a half million dollar investments, in my area. 

Senator Benton. I agree with you thoroughly, Senator Schoeppel. 

[ am told General Renfrow has come in. Will you come up, 
General. 


General Hershey is going to testify tomorrow. 
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When Senator Schoeppel and I went over the schedule, as laid out 
by the staff yesterday, we thought that the hearings this morning 
would be more understandable, at least to us, against the background 
of the complaints that are coming in, that is the mail that is coming in, 
and so on, if we had a brief description from General Hershey’s office 
of the way in which you are now operating from the standpoint of the 
problem of industrial deferments and notably the smaller manufac- 
turers, which is the primary interest of this committee. 

Have you a statement to make? 


STATEMENT OF GEN. LOUIS N. RENFROW, DEPUTY DIRECTOR OF 
SELECTIVE SERVICE 


General Renrrow. No; I have not, Senator. 

I came up on short notice. In fact, it was so short that I thought 
it was over in the House, and that is why I want to apologize for 
being late. I got to room 457 of the House and then found out it was 
here. 

Colonel Franck told me late yesterday afternoon that he wanted 
me to come up to discuss something about the mechanics of the 
Selective Service System, and I presumed that because of this type 
of hearing before this particular subcommittee on small business that 
you wanted to discuss some question regarding how deferments are 
made and how men are classified. 

Senator Benron. I think that would be very helpful, and if you 
could stay with us this morning, General, while these witnesses de- 
scribe their problems I am sure we will have more pointed questions 
to ask you because, against their stories we will then see more clearly 
what the questions are. And we will know better what seem to be 
legitimate questions to aim at you as to what can be done about these 
particular cases. 

General Renrrow. Of course, in the beginning we go to the law 
itself that establishes local boards in the various communities in the 
country. ‘These local boards are made up of citizens of those com- 
munities, uncompensated. Generally three to five in number on the 
board have the responsibility of classifying, registering, and inducting 
the manpower in their community, in their area. That is the philoso- 
phy of selective service. It worked wonderfully well in World War I 
and World War II and the Congress saw fit to reenact it into the act 
n 1948 under which we are now operating. 

The problem, of course, always is the question of uniformity, or the 
lack of uniformity among boards. That problem is one which is 
natural to the situation. In an endeavor to try to write a list of 
critical occupations or essential activities or essential industries, you 
can well see that while today in one locality the employment in a 
particular plant might be critical, in another locality there might be 
a surplus of labor that would not make those jobs critical, and a 


surplus of jobs in those localities. So it is not possible to write a 
formula, to lay a a definite formula for boards to follow without 
any leeway at all, for the board to consider in classifying an individual 


whom they are to ‘deals as available for military service. 
Now, at the present time, by law, there are many categories | 

are being eithet exempted or deferred. For instance, veterans, married 

nen with dependents, and by the failure as yet to issue an Executive 
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order, married men themselves with just a wife are being currently 
deferred. Then under the law students in colleges and universities 
are being deferred to the end of the academic year. Then, of course, 
those who fail to pass a physical examination are not taken into the 
military service and are therefore in the manpower pool of men to be 
used in industry. 

All of these things in a community have to be taken into considera- 
tion by the board at the time they are considering the classification of 
an individual. The board is better able and more capable of making 
that determination than anyone at the State level or at the national 
level, where it would be irapossible to determine the availability or the 
essentiality of the individual to a particular position he holds, whether 
it is in agriculture or in industry, or in professions or otherwise. 

Of course, on the matter of appeal, every individual, within 10 days 

after he has been classified as available for military service under the 
ar may appeal to the State appeal board. Each State has an appeal 
board. That appeal goes to the State with all of his records, his cover 
sheet, which we call it, which contains everything in his record, and 
then the appeal board determines whether or not the man shall be kept 
in the classification “‘available for service’ or whether his classification 
shall be chs ange “dd. 

Senator Benron. How many, roughly, do appeal? 

oneal Renrrow. I would not know in the State. During the 
last war we had about 87,000 appeals to the President out of all of the 
classifications. We have not as yet a record of how many are appealing 
to the State, but there are a great number of appeals. 

Senator Benton. Senator Shoeppel asked the question yesterday. 
Do you have any estimate, a rough percentage where the State board 
will overrule the lower board? 

General Renrrow. No; we have not. I will try to get that informa- 
tion for you Senator and put it in the record if we can possibly get 
it—the number of appeals at State level and the number of appeals 
that have been overturned by the appeal board. 

(Following is the information subsequently supplied by General 
Renfrow: 

The 54 State directors of selective service have provided telegraphic reports 
for the following compilation of the activities of the State appeal boards through 
February 28, 1951 under the 1948 act: 


Total number of cases received from local boards by appeal boards . 26, 360 

Total number classified by the appeal boards_.- , ; 22, 500 
In class I-A examined and accepted 18, 434 
In class I-A—O examined and accepted 236 
In class I-A not examined P ‘ l 
In class I-C 3 
In class I-D- 28 
Ih CiasSSs I] A 841 
In class II—(¢ 1, 190 
In class IT] 863 
In class IV-A 83 
In class [V—C 2 
In class [V—D 117 
In class TV-I 608 
In Ciass I\ Ie 42 
In class V-A 52 
Total number of cases still pending classification 2, 685 


Total number of cases returned to local boards without classification 
and not yet received back by appeal boards pha ae 
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Senator Benton. I do not want to distort his question of yesterday, 
but implicit in it was the idea that the State boards in general would 
not do much overriding. Do I interpret that correctly? 

Senator ScHoppPe.. Yes. 

Senator Benton. They would be pretty reluctant 

General Renrrow. I think that that probably would be found to 
be true, Senator. I think probably the State boards, in the main sus- 
tain the local boards. These men working at the local level, of course, 
as do the appeal boards, work without compensation. They try to 
decide these cases on the best information they have, and I think 
that one of the difficulties in the field of classification is that the em- 
ployer and employee fail to put in a man’s record in the local board 
the required information on which he might be classified as a deferred 
individual. I think that they rely too much on simply a knowledge 
of the board of their particular job and what they are doing in the 
industry. I think that in industry, if an employer as well as employees 
would put into the record at the ‘local board this supporting informa- 
tion, the appeal boards would probably have more information to 
consider in overturning the board on the basis of the record as it is 
submitted. 

I think we find too often that they do not put into the record at the 
local board level the required information. 

Senator Benton. Senator Schoeppel suggested that, and I agree 
with him, but do you have some figures to he ‘Ip to show whether this 
is more or less just a pe — tory proposition? 

General Renrrow. No, it is not. These appeal boards, while they 
may not overturn the local ad I want to sayfor the appeal aa ara, 
as they are operating now and have operated in the past, that they 
are very conscientious, they go into every single bit of ev cogent in the 
man’s cover sheet. They have extensive meetings on them, sometimes 
taking hours on one case in order to be absolutely fair about it 

That must occur within 10 days after the man is classified. He asks 
for that. Lf he gets a divided vote in the appeal board under the law, 
then he is entitled to request a Presidential appeal which comes to 
Washington. That appeal board is not under selective service. While 
it is under it for pay purposes only, because the money that they get 
for their e con nses and for clerical hire and otherwise comes out of 
our budget, the board is independent of selective service over and 
beyond that. They make their own decisions on que stions wens 
them, on these Presidential appeals. Up until recently they have not 
had many. I will get that figure, too, Senator, and put it in the re ecord, 
as to how many Presidential appeals have come in since this act has 
begun to operate in June. 

(Following is the information above referred to supplied by General 
Renfrow:) 

As of February 28, 1951, the Presidential Appeal Board had received a total of 
364 cases under the 1948 act 

Senator Benton. Do they handle many cases on Reserve officers? 

General Renrrow. No; this is Selective Service entirely. We have 
nothing to do with the man—Selective Service has nothing to do 
ie ‘ra man raises his right hand and takes the oath. He is then the 
‘espons ibilit V of the De ‘partment of Defense. 

Senator Benron. You are probably familiar with it. I am not 
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We are seeking information. Is there anv kind of similar system for 
handling these men in the Reserve? 

General Renrrow. Yes, sir. If | might step over on the other side, 
which is not my province, but say that the Civilian Component’s 
Policy Board of the Department of Defense and the Personnel ew v 
Board of the Department of Defense both operate in the field « 
Reserve officers and men called to duty. 

Senator Benron. They take the appeal 

General Renrrow. The Personnel Policy Board hears all requests 
for relief from active duty and deferment therefrom that come to it 
and then the Personnel Poiicy Board acts, inasmuch as it is made up of 
representatives of the services. 

Senator Brenton. I suspect a high percentage of our mail thus far 
will not continue this way, but thus far it has dealt with men in the 
Reserve. 

General Renrrow. I think maybe that is true, Senator. I was 
surprised there was any difficulty in the industrial field, for up until 

iow we have not had any appreciable amount of trouble in any State 
on the question of industrial deferments. 

Senator Benron. Mr. Henderson tells me that on the Ist of October 
there were more Reserve officers in the armed services than there were 
inductees, which will show you the extent as of October 1, the problem 
dealing with Reserves. We may have the wrong man here this 
morning. 

General Renrrow. Yes; that may be night. 

Senator Benton. We ought to have the man from the Defense 
Department. 

General Renrrow. Yes; Mr. Schneider is chairman of the Personnel 
Policy Board. 

Senator Benton. I think Mr. Schneider—Senator Schoeppel says 
we ought to have him, and I, with the staff, agree that it would be 
interesting to have Mr. Schneider as a witness if he could come up and 
join Gener al Het shey tomorrow. 

General Renrrow. Yes; Mr. Thomas Schneider. I have met with 
he hotel men siaid | have met with other groups of industry and have 
not found any appreciable difficulty in the matter of industrial defer- 
ments, 

Senator Brnron. We are talking to you about the shadow of com- 
ing events rather than what has been the problem in the past. 

General RENFROW. nape this appeal procedure is over, and the 
individual has had all of his rights under the appeal procedure, then 
of course he is subject to induction. During the time the appeal is 
pending he is not inducte d But I say again, Senator, | think one of 
the things that ind istry should begin to do very quickly is to get the 
record of their man into the man’s file where they want to ask for a 
deferment for him 

Of course up until now in the field of 19 to 26 there are not too many 
of these boys in this particular age who are highly essential to industry 
at the present time. The State Director of California is here this 
morning in Washington on another matter. I discussed with him, for 
instance, “3 airplane industry which of course, has a great many em- 
si and there are a great many branches related to the airplane 
Industry out there. 
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He has had no difficulty at all in that field with the employer or the 
employees because there are not many men in this industry who are 
skilled who cannot be replaced. 

Senator Benton. | think in the family businesses it might not be an 
uncommon problem. 

General Renrrow. Of course, I presume it has happened and wi 
have not heard about it, that there has been, and no doubt are, some 
businesses that have been either hurt, closed, or pretty badly damaged 
by the loss of a young man in a famiiy business. 

Senator BeENTON. Senator Schoeppel, you had a problem on a farm 
you mentioned yesterday. 
~ Senator ScHorpre.. General Renfrow, I am interested in what vou 


have Lo Say about vetting the record up in vood shape What has 
the Selective Service Department done about various State and local 
boards within the State so that these men will know what the: should 


have in that record? 

If that record is fundamental, I am wondering if the result of t1 
failures of appeal has been due to their lack of knowledge and infor 
mation regarding some of the fundamental things that ought to be in 
that record. What have you done with reference to that? 

General Renrrow. Senator Schoeppel, anything that comes into 
the local board regarding a man or anything about him goes into his 
record. All boards always do that lt isa responsibility, however, 
of the individual registrant or his «employer or anyone else who inter 
venes for him, his attorney or anvone else, to get into his record those 


things that ought to be there regarding his 


essentiahtyv, uo thev ar 
rong lo ask for his deferment It is not the responsibility of the 
local board o1 the State to get the record together It is the obligation 
of the individual to do that. But the board always preserves ally 
piece of paper that comes in regarding an mdividual registrant, and 
that roOeS Ito that man’s cover sheet, regardless of what it is. cood 
bad, or indifferent There are some anonymous letters and othe: 


things about individuals, and those things all ¢o into the man’s record 
Senator SCHOEPPEL. | have numerous illustrations in my State 


Only last week when the American Legion rehabilitation conference 


Wi held here in Washingt nm, a Man who was \ ‘Ty closely related to 
my State ol Kansas was her He went directly to the question ot 
appeals in the agricultural area. There are a number of States in this 


l 
t 


country that predominate in agriculture, mv State being one of them 
very much so. It is not a State of great huge businesses, as business 
enverprises vo 

General ReNrrow. | am from a sister State across the line from 
you, Missouri, and | know about Kansas. 

Senator SCHOEPPEL. You have a knowledge of it, General, tha 
could be very helpful. We have a minimum of 10 boards in the State 
of Kansas—I am not speaking critically of them—who will refuse to, 
and have not given, a single deferment to agricultural workers. In 
some instances, it happens in a family where one and two have already 
been taken out of a possible three. Now, they take this theory, 
namely and this is what has been related to me that in the absence 
of specific instructions they are not going to take the responsibility 
of deferring any agricultural workers, leaving that on appeal for thi 
State board to handle. 
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Would you agree with me that that is a pretty tight ruling, or a 
pretty narrow approach, to the problem that must confront the 
agricultural areas when we stop to think, that we have about 
6,000,000 farms in this country, if I remember correctly. They are 
little business institutions. 

General Renrrow. Last week, Senator, we spent a good part of the 
week before the Agriculture Committee on this very thing. On 
January 9—and I will be glad to put it in the record at this point for 
you—the general wrote a letter to all local boards regarding the very 
thing you are talking about, Senator, that it is the responsibility of the 
local board to defer or to induct men based on the conditions and 
situations as they found them. 

NATIONAL HEADQUARTERS, 
SELECTIVE SERVICE SYSTEM, 
Washington 25, D. C., January 9, 1951. 
To All Local Board Members: 

The end of 1950 and the beginning of 1951 is an appropriate time to review 
the past year and to survey the year which lies ahead. 

On January 1, 1950, the Selective Service System had less than 6 months of 
existence under the law of June 24, 1948. There was doubt that it would be 
extended and if extended it would be without liability for induction. The Armed 
Forces were engaged in a forced reduction in strength to meet a budgetary ceiling. 
It was a difficult time to justify extension to supplement recruiting. Forty 
percent of the local board offices were opened 1 day per week or less because the 
$8,500,000 yearly appropriation provided far too few clerks, the key personnel 
of the Selective Service System. There had been no inductions for a year, the 
registrants had grown careless in their responsibilities of reporting status changes, 
and the 18-year-olds were tardy when they registered. The situation was most 
discouraging for local board members, but to their everlasting credit they exhibited 
rare foresight in the necessity for a continuing Selective Service System and a 
most commendable courage and resolution in earrying on under adverse Ccir- 
cumstances. 

The world events of late June 1950 settled the question of extension, it made 
expansion necessary immediately and at the same time operations were resumed, 
The need for men in September was too urgent to permit the usual 60 days 
normally required between the date of receipt by the Selective Service System of 
a call for men and the beginning of delivery for induction. There were no pools 
of acceptable registrants from which this call could be filled, and large numbers of 
registrants had to be sent for preinduction physicai examination to create these 
pools. Boards, centralized by the demands of economy, had to be decentralized 
because of the necessities of operation. The clerical personnel to carry out these 
measures had in many instances to be hired and trained during this period. 

The call was met in September; it was met in October; and it was met in Novem- 
ber. During these three months the Armed Forces placed calls on the Selective 
Service System for 170,000 men and 176,684 were delivered and inducted. Early 
reports indicate that the call for December, which is for 40,000 men, also has been 
filled. A survey of the obstacles confronting the Selective Service System during 
early August indicated that the requirements in calls in the early months could not 
be met. This oustanding achievement was possible primarily because of the tire- 
less efforts of local board members and the devoted services of local board clerks. 

As we stand on the threshold of 1951 I would like to emphasize some of the 
principles that have made selective service a successful operation and indicate 
what I believe must be done to insure that these principles find their way into 
our everyday actions. The selective service operation is a decentralized one. 
All of the actions which lead to the induction of men into the Armed Forces are 
performed in the community. This fact requires that the power to act be delegated 
to the local board. This has been done in large measure by the Congress by giving 
to the local board the responsibility for determining, initially, every classification 
of a registrant. This classification is final unless there is an appeal exercised under 
regulations provided by the President. There are many people who do not believe 
in this delegation of authority. They give many reasons, such as, lack of uni- 
formity, lack of understanding of their problems by local board members, and 
failure to use general powers possessed by the local board unless there have been 
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specific instructions sent out from National or State headquarters dealing with 
that particular type of registrant. 

I have not been unduly disturbed by most of these criticisms. I know the 
Selective Service System is made-man and man-operated, and that it deals with 
men as its primary objective. My observation has been that uniformity is some- 
thing very relative whether applied in courts of law, in educational institutions, 
or even in the scientific world. The lack of understanding of specific problems 
of registrants has been charged generally by those in I-A rather than by those 
who had been deferred by the local boards. Umpires are not infrequently charge d 
with bad eyesight or worse when base runners are called out on close plays or eve n 
in close games. 

I have been disturbed when I have been told that local boards will not use the 
general power to defer without specific instructions, and the additional complaint 
that local board members have stated that they did not possess this general power. 
These statements, if indicative of any general condition within the Selective 
Service System, pose dangers which strike at the most elemental principles upon 
which the System has been built and operated. I believe we should take review 
of the local board’s place in the classification of registrants. 

During World War I local boards did not classify registrants who sought 
occupational deferments; this was done by district boards, the ancestor of our 
present appeal boards. The period of the war was reasonably brief, so the experi- 
ence lacked in conclusiveness but the analysis by postwar planners convinced 
them that the local board should make all original classifications. The practice 
in World War II sustained the wisdom of the post World War! planners. During 
the early days of the operations of the Selective Training and Service Act of 1940 
as amended, there was pressure in Washington to restrict local board authority 
and to attempt to dietate the decisions of local boards by detailed and specific 


i 


directives, formulated in and promiu!tated from Washineton. 
\ + ; 2} I ‘ nl ° ‘ 
With this doetrine I was then and remain now in complete disagreement. In 


the first place it will defeat its own purpose because it is too complicated. The 
time element of mobilization requires effective, prompt action which can be 
attained only by delegation to an official located in the area of the action. In 
the second place, there are three requirements in making classification: Integrity, 
judgment, and information. I have complete faith that int 

can be found in each community 


egrity and judgment 

yas easily asin Washington. Information may be 
general or it may be specific. National headquarters should have more general 
information than the local board It can never have specific information com- 
parable with that possessed by the local board. 








Manpower problems exist in communities first. They exist in Washington 
generally because they have not been solved by the commu . Their solu- 
tion must be found in the loealities Washington ean aid by judicious super sion 
in the solution of manpower problems when they exist and by refraining from 
creating them where tl are nonexistent Che problem of classifieation of 1 
trants can be solved and must be solved by making sure that sufficient ¢ 
information is provided to the local board members so that they may eombine it 


with the specific information available to them in determining the classification 
of the individual registrant. How to furnish this general information to the local 


board members is the answer we must fine 





In YO), 

In the 1940 operation, efforts were made through local board releases, loca 
board memoranda, occupational bulletins, and activity and occupation bulletins 
to request local boards to give consideration to activities, projects, occupations, 
and professions that were considered essential or critical in the defense effort. 
There are many reasons why this method evoked a great deal of criticism from 
the local board members. In the first place the number of activities or occupa 
tions necessary to a mobilization challenged listing. It was practically impossible 
to list everything important or even to know in Washington the ramifications of 
the production of articles considered critical. The inclusion of an oeceupation on 
a list initially increases the possessor’s chances for deferment, but it makes defer- 
ment most difficult for a registrant with an occupation not on the list. In the 
second place, a list once issued grows. Many want to get on, none apply to be 
removed. The value of a place on the list depreciates rapidly with each new addi 
tion. Our study of the World War II operation led us to the conclusion that gen 
eral powers vested in local boards to defer anyone in the national health, safety, 
or interest, supplemented by such information as could be made available for use 
as guidance and guidance only, furnish the best hope for an effective and timely 
operation. 
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Under the selective-service law of 1948, classification regulations provide t. 
the dele gation of power to each local board to defer registrants when in the judg- 
ment of the local board the deferment is necessary in the national health, safety, 
or interest. The types of registrants who fall in these fields were purposely not 
specified in detail. The absence of detailed instructions increased rather than 
decreased the discretionary powers of the local board. There was then no intent 
nor is there intent now to prohibit or to prevent the deferment of any registrant 
who the local board believes meets the general definition of ‘ necessary.” 

[t is true that all men 26 and above are not liable for selective-service induction. 
I hope it remains true so long as the demand for men becomes no greater than 
presently under discussion. This fact, plus the nonliability of the veterans, the 
deferment of registrants with dependents, and the postponement of students, has 
required a strict application of the criteria for other deferment. 

It has been unfortunate that this strict application has found utterance attrib- 
uted to local board members by registrants that local boards could defer no one 
in the absence of specific instructions to do so or that they would defer no one of 
certain occupational classifications, such as farmers or members of the maritime 
Service In the first instance, the power to defer does rest with the local board. 
In the second instance, it is unwise for an administrative ageney responsible for 

lecisions, such as the classification of a registrant, to indicate that deci- 
sions are made to defer or not to defer in any other manner than after a careful 
consideration of the particular merits of the individual case. 

The danger inherent in this situation is that the pressures for legislation or for 
regulations, or for both, increase. There is a demand that local boards be author- 
ized to do that which they already can do, but with the authorization will inevi- 
tably come directives as to what they can and what they must do. The autonomy 
of local self-government disappears more often by abdication from within than 


national headquarters will try to furnish information as it is 


ation from the most authoritative sourees in Government will 





be sought, but when information is furnished then it should be weighed and applied 
to the loca situation and its probiem); it nust not be swallowed without being 
chewed. An example of this is the list of critical occupations. This list represents 
the consolidated experience of the Department of Labor. There may be oecupa- 





tions in vour area whi are most necessary and warrant deferment that are not 





on the list On the other hand, there may be areas in which some registrants in 
the listed occupations are not ing contributions essential to the national 

teres | all cases there difficult problem of identifving the pos- 
essor of a particular ski ‘stion to be decided is whether the task 





eing perf rmed is essentia interest; and finally, can he be replaced. 





These are the judgments that in the last analysis local board members have ren- 
lered in the past and must render in the futur The making of these judgments is 
their responsibility. It is the local board’s job. 
| extend to al! local board members everywhere my gratitude for a job well done 
1950 and with everv best wish to each of vov for 1951 goes mv complete con- 
fidence in vour judgment, your honesty, and your courage. 


Lewis B. HERSHEY. 


General Hershey specifically pointed out in his letter to the local 
boards their responsibility regarding agriculture because of the very 
thing you said here: that reports had come to us, not only from Kansa 
but from other places in the United States, where local boards had 
told the registrants that they did not have specific instructions regard- 
ine acricultural workers and men on farms and, therefore, could do 
nothing about it. 

The general also pointed out in his letter that the way to lose liberty 
is to deny that vou have it, and the denial on the part of a board that 
the did not have the authorit® was a good way to lose it, because 
the board has the authority under the law in the health, safety, and 
interest of this country to defer anyone they see fit to defer; and, 
tnexetors, it is the responsibility of the board. Of course, in a com- 

nunity it is pretty hard for a board, I suppose—and I know it rust 


be to sav we will take this man and we will not take this man; and 
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therefore, they would like to put the responsibility someplace else 
outside of their community, but the boards do have the responsibility 
and the power and the authority, all the authority they need under 
the law and under the regulations, Senator. I think vou will agree 
that the agriculture regulation is one which gives them a good yardstick 
to consider men on farms. 

[ will put into the record at this point a copy of the regulations 
dealing with agriculture, because it will give vou the authority that 
the local board has regarding agriculture, but it is a problem and it 
is a terrifically hard problem in the State of Kansas because you are 
predominantly agricultural out there, and when vou have a situation 
like this it is affecting vou and it is affecting vour farm situation. The 
general is very cognizant, and as Deputy Director | am very cognizant, 
of that ver fact. Where we find it existing in local boards or in 
States, we are doing everything we can and will do everything we can 
to correct It. 

The information above referred to is as follows 

1622.13 Class II-C: Registrant Deferred Because of Ag tural Occupation 
a) In Class II-C shall be placed any registrant who is employed in the production 
for market of a substantial quantity of those agricultural commodities which are 
necessary to the maintenance of the national health, safety, or interest, but only 
when all of the conditions described in section 1622.10 are found to exist. 

b) The production for market of a substantial quantity of agricultural com- 


mo lif les should be measure ! 





in terms of the average annual production per farm 
worker which is marketed from a local average farm of the type under considera- 
tion. The production of agricultural commodities for consumption by the worker 





and his family, or traded for subsistence purposes, should not be considered as 
production for market Production which is in excess of that required for the 
ubsistenee of the farm families on the farm under consideration should be con- 
idered as production for market. 

1622.1  Lengati of Deferment n Class II-( a) Class II—C deferments shall 
be for a period of one vear or less. If there is a change in the registrant’s statu 
during the period of leferment in Class II—-C, his classification shall be reopened 
and considered anew 

b At the expiration of the period of a registrant’s deferment in ¢ iss I] >. 

s classification shall be reopened and he shall be classified anew in the manner 
provided in part 1625 of this chapter. The registrant may be continued in Class 
I] C fora f irt he r pe riod of one vear or les if such cla sificat Ol Is Wart 
The same rule shall applv when classifving a registrant at the end of each successive 


period for which he has been classified in Class [I-C 
c Nothing in th section shall be construed to re juire the local hoard to 
retain in Class II-C any registrant when the reason for his occupational classi- 


fication has ceased to exist 


Senator SCHOEPPEL. Let us go to the matter of the small-business 
establishment. Our State and your State of Missouri, not so much 
Kansas, is largely a small-business State. 

General Renrrow. That is right. 

Senator ScHorprper. We find now that affected by these 
‘critical defense” restrictions are a great many small businesses em- 
ploving say, 10, 50, 150, and sometimes 200, probably in the agriculture 
or manufacturing business, or making dairy products and this and 
that. These men, some of them in key positions, coming in after 
World War I], showed a Zp and a desire to move in and have had a 
certain amount of encouragement to go into business, and did go into 
business, Nan of them developed some pretty eood businesses. 

They are not in a position to grab big contracts because of this lag 


in the picture. During that period of time se of these men came 


] As 
Lrascti¢ 


in, voung fellows, some of them in the reserves, some of them who 


12 INDUSTRIAL MANPOWER 


are going to be eligible for the draft. Then the draft boards say, 
“Well, you do not have very much business now. There is no necessity 
for deferment.” Some of these fellows can go immediately then into 
the plane plant, say, at Wichita, Kans., where there are three big 
plane plants, one especially large, Boeing. Then they will get blan- 
keted in there under some kind of an arrangement of necessity and 
desire to hold them together under their big defense orders and it 
drains them out of the community away from their small business 
and away from those farms. 

As a matter of fact, General, a lot of those small-business concerns 
could be taking subcontracts, if and when these contracts can be 
loosened up; but what is that little business going to do in the mean- 
time if these boards do not look with some degree of latitude on some 
of these potential industrial-deferment cases? 

General Renrrow. Senator, in the main I think you are talking 
about three different people there. You are talking about, first, the 
veteran, and he is at the present time not inductible by law. You 
are talking about the reservist, and that is in the Department of 
Defense. Then you come to the question of the individual registrant 
without prior military service who is in a business of that kind. There 
again I think if that individual will show conclusively and not by word, 
but by written evidence, that he is at that time applying for a sub- 
contract and has his application in and showing what his plant is 
vapable of doing, if and when that subcontract is let, then that man 
will be given consideration. But 1 am afraid what has happened is 
the individual has relied simply on making his statement—‘‘Well, I 
have a plant; I hope I will get a contract’’—without presenting the 
evidence that he has made an application for a subcontract in those 
instances. 

Now, in the case of Boeing and other large plants, what has hap- 
pened there is that the employer comes in and makes a written repre- 
sentation to the board as to the importance of the man in this plant, 
what his job is, what he is doing, his potentials for the future, what 
their contracts look like, now and in the future, and the board takes 
that into consideration. 

I think the lack of evidence submitted to the board is one of the 
reasons why te are having difficulty in this field. I think you are 
right; small business—and I think the record of World War II will 
show that the great percentage of business done in the munitions field 
is done by small business, regardless of what we think about the large- 
business areas. They subcontracted to small business. A vast 
majority of production was really done in small business. 

When I was over in the Department of Defense we had this brought 
to our attention very forcibly. I was in the Office of the Secretary at 
that time, and we had this small-business question in our office, and 
we looked up the record and found that to be true. 

So I think it is just simply the lack of getting into the record of the 
individual the proper information. ‘There may be cases, and there 
no doubt will be, with 4,000 boards and some 30,000 men working in 
those boards, where there will be some evidences of ignoring the 
record and ignoring the evidence that is put in them. But I think, by 
and large, most of them—a vast majority of them—would not be 
inducted, or considered for induction, if they put into the record at 
the local board level the proper information as to their potentialities 





INDUSTRIAL MANPOWER 13 


what they propose to do—the things they have already requested 
the way of subcontracts, and that are now pending. 

Senator Benton. Is smi all, independent business mentioned specif- 
ically in General Hershey’s letter the way agriculture is mentioned? 

General Renrrow. No, sir—you mean his January letter? No, 
independent business was not, because there were two prol lems at 
that ne which we are talking about; one, that Senator Schoeppel talks 
about, agriculture; and the other was merchant seamen. So the letter 
was primarily written to local boards regarding those two, because at 
at that time, and even now, Senator, we have bad no indication that 
we have had any widespread upset in small business. There are no 
doubt isolated instances, but we have had no instances of any wide- 
spre ‘ad induction of men in small business as yet, except in agriculture. 
That has been a problem which the Senator has brought out and which 
has happened and is happening in other States, unfortunately. 1 think 
it is being corrected ve ry quic kly now. 

Of course, we still have 125,000, Senator, deferred for agriculture 
We have about 100,000 deferred in industry tn this age group at th 


present time who are currently being deferred, in those two categories 

Senator Benron. Do you have a breakdown on that 100,001 that 
would help indicate the extent to which Senator S« hoeppel has pointed 
out they are employees of the big plants where they have the organized 
techniques and procedures for getting their men deferred? 

General Renrrow. No. Another thine, Senator, not only organ- 
ized techniques and procedures, but the knowledge of having done it 
before; they know now what it takes to put into the record the proper 
evidence at this time, where the man just coming out of service, o1 


} J 


young man not out of service, just going into business, would not 
have that information. 

That ~ one of the things he ought to have and one of the things he 
should « I am afraid we could not give you a breakdown as to 
ee A it is out of Boeing or otherwise. 

Senator Benton. Well, anything you have to present we would 
appreciate. 

General Renrrow. Yes; we will try to get anything we hay 
that regard for you 

(General Renfrow subsequently informed the committee that this fig 
available because the local boards have not made a breakdown 

Senator Benton. | agree, of course, wholly with Senator Schoeppel’s 
point about the 6 million farms being small businesses. 

General Renrrow. And so do we. 

Senator Brenton. On the other hand, there are 4 million inde- 
pendent businesses which could make perhaps 10 million if we include 
the farms, and these 4 million independent businesses do not have a 
Grange or a farmer’s union or the Department of Agriculture. All 
they have is a small-business committee that is trying to operat 
under the Senate, and I am not sure we are very effective. We are 
trying to find out how to become effective. It surprises me that they 
are not mentioned in your letter. 

General Renrrow. As I say, the only reason they were not was 
because there was no pressure from the field as having had any of 
these things happening to small business. Now in the case of agri- 
culture at the present time, Senator, I know you are familiar with the 


81709—51——_-2 
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fact that the Department of Agriculture has now set up new mobiliza- 
tion committees throughout the country, and they will advise local 
boards. Far be it from us to want to burden the committee with a 
program, but small business, in order to protect its own interest, 
might set up small-business committees in every State to advise 
State directors regarding the potentiality of small business. They 
might also become very valuable in helping a young man who has not 
the abilitv or the knowledge of how to prepare his material to be 
submitted. 

Senator Benton. That is a very interesting suggestion, but as I 
have discovered many times you carnot put vour hands or it the 
way you can on 6 million farmers. You cannot find out of those 4 
million small businesses, the fellows in Kansas to put on this board, 
to make it operate as representative of the small-business men of 
Kansas, which you can do in the farm field. 

General Renrrow. Oh, ves; or in other fields. 

Senator Benron. Or on bankers and on so forth. 

General Renrrow. But if you had a committee in the States 
representing, by and large, the small-business groups of a State 

Senator Benton. That is an interesting situation and that should 
be explored. 

General Renrrow. They could take their troubles to them and 
they could advise them as to how to present their case to the local 
board. 

Senator Benton. I think it might be done through the chambers of 
commerce. 

General REN} ROW It eould well he done 

Senator Benton. General, if Senator Schoeppel agrees, I think our 
questions might be more pointed if we listened to these case stories, 
Could vou stay with us for the next hour? 

General Renrrow. Yes, sir. 

Senator Benron. I think there will be questions going under the 
witnesses we have that we will want to direct to vou, so if you will just 
Stay right at the table here 

General Renrrow. Very well. 

Senator Benton. Mr. Smith. 

It is around Mr. Smith, Senator Schoe ppel, that I based, in part, 
the problem of trying to find the small-business men who could speak 
for small business. The Committee for Economic Development was 
organized d the war. Mr. Jesse Jones made me vice chairman 
out of his effort to find a small independent businessman he thought 
might have some chance to stand up against some of the big ones. 
I promptly started to search for some small independent businessmen 
all over the country merely in the interest of the Committee for 
Economic Development Those that had the time and background, 
and all, were not easy to find. 

Mr. William Foster, who is now the head of the ECA and Mr. 
Smith here, I think, became our two prize exhibits at the CED of our 
small independent businessmen. Mr. Smith is the past president of 
the Smaller Business Association of New England, Inc., a member of 
the board of trustees of the Committee for Economic Development. 

I wish you would start by telling us these other positions that 
identify you with small | 


uring 


y 


business and then, in light of the general's 
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testimony, proceed in your own way, if you will, with your own 
testimony. 
Mr. Smirxa. Thank you, Mr. Chairman, and Senator Schoeppel. 


STATEMENT OF S. ABBOT SMITH, PRESIDENT, THOMAS STRAHAN 
CO., CHELSEA, MASS.; DIRECTOR SMALLER BUSINESS ASSO- 
CIATION OF NEW ENGLAND, INC. 


Mr. Smrva. My name is S. Abbot Smith. I am_ president of 
Thomas Strahan Co., a small concern manufacturing fine wallpaper in 
Chelsea, Mass., a past president and still a director of the Smaller 
Business Association of Vew England, Ine 

I wish to thank you, gentlemen, for the privilege « 
vou today and at the same time tell you how glad 


ft appearing before 
We small-bu hess 
men are that vou are holding this hearing now in time to ascertain the 
facts and then we hope to devise manpower policies which will avoid 
the mistakes and unnec SSary disruptions of the last war 

As we all know too well many skilled men were ruthlessly plucked 
from their businesses and put into uniform with dire results to their 
businesses and the economy but with little advantage to the Army 
beyond adding another man because their special skills were so seldom 
fully utilized 

Our armed services must have men, but we also must maintain a 


strong and expanding eCCOnomy, for that is basically our most potent 


weapon against Russia. This period of tension may, probably will, 
vO On for vears We cannot afford to stop expanding and frowing 
now. 


The strength of our economy lies in its being a system in which 
everyone cah go Into business or out at will It is a system which 
automatically screens out the inefficient. The survivors go on and 
crow, some become big. It is a system which furnishes leaders for the 
country in all fields 

If all-out war comes, then we must have total mobilization of all 
resources including manpower. but that time has not yet come. 

‘Today it is more important to keep small companies going than just 
to get another man to swell the numbers tn uniform and perhaps only 
to pound a typewriter at some base which in most cases could prob- 
ably be done more efficiently by a Wac or a Wave anvway Yet in 
many cases the taking of just those one or two men if they are ke ymen 
or specialists will wreck or seriously injure a small company 

That is what we must avoid until the emergency becomes really 
acute and there is no alternative. 

Although this situation may and does occur in some of the larger 
small companies, | am thinking now more particularly of the really 
smaller companies, those we will say employing 100 or less which 
make up more than 90 percent of the businesses of the Nation. 

Take the many cases where veterans of the last war have gone into 
business for themselves. They are the keymen in those little busi- 
nesses. Is it not better for the country in the long run to let those men 
erow and expand, to prove their mettle, perhaps be amongst our top 
leaders 20 vears hence rather than to pull them back into the Army 
and wreck the business they started with their savings, kept going 


. 
with their sweat? 
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It takes years to train many of our specialists and skilled workers. 
They cannot be replaced in 3 months or 6 months except by enticing a 
similar worker from some other employer. Where is the gain there? 
This brings up the whole question of labor pirating, a sore subject with 
many small companies, but with too many ramifications to take up 
now. 

At this point let us consider for a moment how these keymen are 
pulled out of their small companies. First there is the draft. So far 
the draft calls have not been heavy and draft boards have been lenient 
in granting deferments. From all indications, however, it appears it 
will be a different story by next fall as present deferments expire and 
the services need more men. 

Senator Benton. Do you accept the general’s view that these 
men under 26 years old are not primarily those that you are talking 
about? Most of what you are saying would seem to fall into the are: 
of Mr. Schneider who is coming, we hope, tomorrow on the question of 
taking men over 26 who are in the Reserve. 

Mr. Smiru. That is true in many cases. Obviously, the younger 
the men are the less likely they are to be the men. 

Senator Benton. Under 26 your percentage might not run over 5 or 
10 percent of your total. 

Mr. Smiru. | do not know what the percentsze is, but u ndoubtedly 
it would be small. There is no question about ‘that, but I think as the 
period progresses you are going to find more men 

Senator Benton. As you raise the age, you think. 

Mr. Smirn. Well, probably that. But also they are going to get 
down into these groups and the men who have been found essential 
now and have been deferred, it is going to be harder and harder to get 

deferment. Furthermore—and this is hearsay, but I think it is 
true—but the attitude of the various local boards does vary conside1- 
ably. Some are much more conscientious than others. 

Senator Benron. That was Senator Schoeppel’s point. 

Mr. Sirs. In some cases also, I think, that if sons of members of 
the board have been drafted they are much more likely to put the 
screws on other people to see that their sons go, too. 

Senator Bunton. Especially if they are competitors. 

Secondly, there are the Reserves and the National Guard. Here 
we have to make a distinction it seems to me between the volunteer 
reserves and the officers of the inactive naval reserve. Many officers 
sicned up for the Volunteer and Organized Reserves seeing an oppor- 
tunity to ma ke some easy money. ‘Thus you can say there is no rea- 
son why they should not be called when wanted no matter what they 
may be doing. They went into it with their eyes open and the em- 
ployer who hired them did likewise. Nevertheless, I still say that we 
are being pennywise and pound foolish if the calling of such men now 
means a small business must fold up. 

In the case of naval officers there is a difference because they were 
not allowed to resign, but had to stay in the Reserves. There is there- 
fore still more reason for not calling them at this time if they wish to 
continue in the small business where they are presently employed. 

Many people will say we are creating a tempest in a teapot, that we 
are crying before we are hurt. In one sense that is true. Up to this 
moment not many key men have been called but I can tell you posi- 
tively there are thousands of small concerns in New England who are 
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scared to death as to what is going to happen to them a little later 
when present deferments expire, when draft boards needing more men 
become less lenient, when more and more of the Reserves are called 
back. 

I know one small company started since the war which is just get- 
ting into its stride after tough sledding and now doing valuable mili- 
tary work. ‘The business is entirely dependent on two young men 
both naval officers in the last war and still in the Reserves because 
they cannot get out. Presumably the importance of the work they 
are doing will keep them where they are. But who knows? We saw 
queer things happen in the last war when highly skilled men were put 
in fields completely unrelated to their training. 

Senator Brenron. That is a very good illustration. I imagine it 
would be difficult for them to get any sort of capital. 

Mr. Smiru. It has been extremely hard for them to get money. 

If I may divert for just a moment to a point which the general 
made a few minutes ago 

Senator Benron. People always invest money in not what the 
business is, but what they hope it is going to be. 

Mr. Smiru. Yes. 

Senator Benron. And this uncertainty hanging over these boys is 
such a shadow that it would be a natural concomitant that they could 
not get very good capital. 

Mr. Smirx. And I am quite certain that will be taken into con- 
sideration by a bank if they go to get a long-term loan. They are 
hard enough to get anyway, but that will not help them. There is 
one point which the general made a moment ago, if I may revert to 
it, in which he said he felt that if a man running a small business 
would tell his draft board that he is bidding on a subcontract it would 
help him get deferred. I think that undoubtedly is true. On the 
other hand, I am also wondering how many prime contractors would 
want to give a subcontract of any size to a fellow who is doubtful 
whether he is going to be able to get a deferment in the first place, 
and if he got it how long it would last. 

Senator Benton. That is a very good point. Even if he could get 
some money he could not get the contract. 

Mr. Smirx. [ thought that should be brought out because I think 
what the general said is perfectly true so far as the draft board is 
concerned, but | think so far as his getting a subcontract is concerned, 
it could have a very important bearing on it. 

General Renrrow. Yes; 1 will go even further, Mr. Chairman, and 
say that one of the difficulties we are having right now in the whole 
industrial and other fields is the failure of industry to hire men who 
are either reservists or who are liable, and there are many young men 
in the USES reports who are applying for employment simply because 
they will not be hired by people merely because they are liable for 
military service at some future time. I agree that that probably 
would be a tremendous handicap to a young business even though it 
was getting a subcontract. 

Senator Brenron. Certainly two young naval officers would not go 
out and hire a third young naval officer if the ‘vy were looking for some- 
one to whom to leave the business. When you come back, at the very 
worst, your farm is still there. They cannot destroy the farm while 
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the boy is away in the service, but for these boys, the fruit of their 
labor of recent years is destroyed. 

Mr. Smirx. That is true. 

Senator Benton. I checked with a small company in Connecticut 
. ast week and tried to get one of the partners to come down here today 
but they are tremendously busy and could not take the time off. One 
of their key executives is in the Naval Reserve, he was deferred but the 
case comes up again in May. Their foreman is in the Air Force 
Reserve. They are terribly worried for fear they will lose these two 
men. 

| know of another case in Massachusetts where the master mechanic, 
the set-up man in asm: nal company was in the Naval Reserve and was 
called last December. He got a deferment, but the appeal board has 
turned down a request for indefinite deferment and they do not know 
what they will do. 

There is another small company in New Haven, Conn., where the 
executives are tearing their hair because they and the superintendent 
are all in the Naval Reserve, the very point you mentioned. They 
have had no calls yet but do not know when the lightning may strike. 

That is another va feature of this manpower situation: the uncer- 
tainty of it all, the lack of a clear policy which everyone can know and 
plan on. Any number of young men have come to our plant looking 
fora job. In spite of the need for men, no one will hire them for they 
are either of draft age or in the Reserves. Consequently, no one wants 
to hire them, spend time and money breaking them in and then lose 
them just when they are becoming worth something in the job. 

Over the radio the other morning I heard the announcement that 
Pratt & Whitney in Hartford is going to want 11,000 more workers 
this spring. That highlights another reason for letting the small 
companies keep their men: To avoid so far as possible the awful 
congestion we saw during the last war in the defense centers. 

Surely it is ever so much better from every point of view to sub- 
contract the work to the greatest extent possib! ‘le to the small concerns 
in smaller towns where the workmen can live at home, where housing 
is already adequate and more housing does not have to be built 
consuming additional critical labor and materials, where schools and 
publie utilities are already available, rather than to close those small 
plants and force the men to move to already congested areas or at 
best spend unnecessary hours commuting long distances. 

Some of you may have seen in the February issue =e the American 
Machinist a report on the speech made January 31 in New York by 
Herbert F. Jahn, president of the National Tool « Die Manufacturers 
Association, in which he said that the Nation’s 3,000 contract shops 
are losing men to the armed services, and thus imperiling the rearma- 
ment effort through Selective Service Board failure to recognize that 
the supply of such craftsmen is short, about the same as ‘41 and that 
it takes a long time to train them. This crisis has arisen in part, he 
said, because local draft board officials have sole power to decide if 
skilled workers shall be inducted. There is no single national office 
to which plants can appeal for release from further depletion of their 
vital manpower. 

I judge that is not true from what the general said a few moments 
ago. 

General Renrrow. He has every right to appeal, that is correct. 
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Mr. SmirxH. When discussing this subject of manpower we usually 
think of manufacturing, but to my mind keymen of small wholesalers, 
retailers, or service industries are just as important. iy 8 "y serve a 
local need or they would not exist. Even though the business in 
question is not listed among the essential industries | still think that 
until the res is more acute it is better for our economy in 
the long run to leave keymen running those businesses, keeping our 
free ansehen system alive and dynamic. Many will have to close 
anyway but insofar as possible we should avoid the wholesale closings 
which took place during the last war when hundreds of thousands of 
these small businesses closed their doors, when the big became bigge1 
and the small fewer. 

Please do not misunderstand me, the national defense comes first, 
before every other consideration. Individuals and Froups of indi- 
viduals must be willing to make whatever sacrifices may be necessary 
for the good of our country as a whole. I firmly believe the y are and 
will be willing to make those sacrifices if they are told « early and 
concisely what must be done and why. 


ry. ; } ‘ 1 7 4 
The armed services must have the number of men our experts 


decide is hecessary, The only question is how can that number be 
obtained with the least damage to our over-all economy. This 


means considering the individuals themselves and the occupations 
from which they are taken. 

My personal feeling is that the draft should be lowered to 18 
Those boys make good soldiers and after all they will be 19 before 
they get their full training. 

Senator Benron. The Senate is one day ahead of vou on that 

Mr. Smirx. Yes, su 

Having no established place in industry { 
harm to their own future and to industry than does taking older men 


1 . { ] ] 
heir drafting does less 


who have defit Litely started their careers, who in many cases have 


family obligations and who have already made a place for themselves 
in the ir busimesses 

One of the major differences between large and small business ts 
that laree business has many men in each department and overlapping 
in their funetions, while in small business there is usually only one 
mah perlormimne each function if, indeed, the one man does not 
perform several functions. ‘Take one or several men from the large 
busine Ss, there are others ready to cover up, but if one ol] thre se Key 
men is taken from small business it leaves a hole which cannot be 


filled and frequently means the distintegration of the business. 

To sum up, we need a clear national policy on manpower needs 
and the we ths for fillis 1 those needs SO that the in diviauata concerned 
both of draft age and in the reserves and business know what to expect 
and can make definite plans according] 

There must be provisions specilving that skilled vork rs needed 
for defense work will not be taken for the armed services unless it is 
certain their skills will be of greater use to the country in the armed 
services than where now located and assuring that once imducted 
those skills are utilized to the full rather than not used at all as we 
saw happen all too often in the last war. 

There should be a definite policy implemented by draft boards wha 
the armed services that short of all-out war key men are not to be 
taken from small businesses whether listed as essential to defense or 
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not. At this point they are essential to our over-all economy and 
future growth. 

Senator Brenton. That is a very interesting statement and I am 
grateful to you, Mr. Smith, for coming down here and giving it to us. 
We will ask the staff to have Mr. Schneider read that statement 
before he appears before us as a witness because there is a great deal 
in it on which we would definitely appreciate Mr. Schne ider’s views. 

Do you, out of your long background and interest in small business, 
have views on the general suggestion about the possibility, State by 
State, of setting up groups of small-business men to act not only as 
consultants on these problems to the appeal board in the State but 
to give aggressive advocacy as to the viewpoint which you have 
expressed in that paper, which, as I implied a short time ago, is 
performed for the farmers by the creat farm smasaiaieines and which 
I feel tends to be overlooked, and tends to be lacking in this area to 
which you have devoted so much of your time? 

Could it be done and how would you do it? Could you do it through 
the chambers of commerce, do you think? 

Mr. Smiru. If it can be done, I think it would be extremely valuable. 

Senator Benron. I think it would be, too. The more I thought 
about the General’s suggestions the more I like it. 

Mr. Sairu. It is a very difficult thing to do. It is hard to get 
small-business men to get together in any of these things, as you 
know from your own experience. 

Senator Benton. I noticed it in our small-business clinics. In my 
judgment, the reason they were very successful was because they were 
small manufacturers. Small manufacturers all do have something in 
common. When you get 200 small manufacturers together, you have 
a cohesive group, and I thought our meetings in Connecticut were 
very productive. | am told they were elsewhere. But when you 
throw them in with filling-station operators, barbers, hot-dog stand 
proprietors, and so on, there is no chance of getting cohesion or getting 
them together, as you put it. 

Mr. Smirn. That is the difficulty. It would seem to me that if 
each of your local draft boards had one or two men who were specifi- 
cally designated as small-business representatives—I presume they 
will probably have them anyway. 

Senator Benton. Well, I certainly would hesitate to start putting 
representatives, per se, on these draft boards. You do not do it; do 
you, General? 

General Renrrow. No, because you run into difficulty. Every 
group would want representation on the board. 

Mr. Smrru. That is true. 

General Renrrow. But there is nothing in the world to preclude 
them from having advisers. 

Senator Benton. I have run into a very few fellows that seem to me 
to be representatives of small business as such. I am sure you have 
had the same experience. 

Mr. Smira. That is the difficulty. Of course, the ideal solution 
would be if those old CED committees were still in existence. That 
came nearer to the be the best kind of advice. 

Senator Benton. The 3,000 CED committees could have done that 
job if the chambers of commerce had not seen to it that we put them 
out of business. 
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Mr. Smitu. That is right. But I think that kind of committee, 
made up of leading citizens who are looking at the over-all interests 
after all, you cannot look at this thing from a purely narrow point of 
view. It has got to be from the over-all point of view. If you get 
little groups who are representing simply a single interest, it just be- 
comes a question of one more pressure group working against other 
pressure groups. 

Senator Benton. I think you have given one of the finest state- 
ments I have ever heard before a congressional committee. 

Senator Schoeppel, do you have any questions? 

Senator ScHorpret. Mr. Smith, I have listened with a great deal 
of interest to your analysis of this problem. I am pretty sure you 
would agree with the analysis that appeared in this present month’s 
Fortune magazine wherein this statement was made: 


So far there has been no over-all accord to determine whether the reservist 


condition would be more useful in a civilian job or in the Army. Army policy 
has often been quite spotty. In the last 6 months many plants have protested 
sharply against the blanket call-up policy. A sample survey of important defense 


plants by the Navy Department revealed that one on 1 of the vital professional] 
and managerial personnel were a se rvice or nation: oS 


In one important aircraft plant 52 percent of des test engineers and in another 
I I 2 | 

plant 56 percent of the research ehepanies analysts were subject to immediate 

call. The Atomic Energy Commission found its younger personnel so in danger 


of being dispersed that Commissioner Henry De Wolfe Smith protested and stated: 
“We must get over the idea that men in uniform are automatically more valuable 
than the same man in civilian clothes. Each man’s usefulness should be the sole 
criterion of his value to his country.” 
That seems to me to sum up very much what you have presented here. 

Senator Benton. It sounds =~ Mr. Smith wrote it. 

Senator ScHorrre.. | take it vou geners _ agree with that. 

Mr. Sarr. I thoroughly agree with that, sir. I think it is extremely 
important. 

Senator Benton. Thank you so much, Mr. Smith, for coming 
down. 

Is Mr. Marsilius here? 

(No response. 

Senator Benton. Mr. Harris? 

[ only met Mr. Harris this morning, Senator Schoeppel, but he 
comes from a fine part of the country, Seymour, Conn. 

Will you proceed to tell us about yourself and the nature of the 
Kerite Co. and the case story and your case story? 


STATEMENT OF FRANKLIN S. HARRIS, VICE PRESIDENT OF 
PRODUCTION, KERITE CO., SEYMOUR, CONN. 


Mr. Harris. My name is Franklin S. Harris, and I am vice presi- 
dent and plant manager of the Kerite Co. up in Seymour, Corn. 

We are sort of on the upper side of the small-business picture. 
We employ at the present time about 459 people in the plant. We are 
not big; we are not small; and in many cases we are typical of 
Connecticut. 

Senator Benton. What is Kerite? 

Mr. Harris. The Kerite Co. makes insulated wire and cable for 
two industries, railroads and power companies. We do a little indus- 
trial work; probably 5 percent of our work is to industries, such as 
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X-ray cable and things of that nature; and, of course, in a large indus- 
try their requirements would be the same as for a large power company. 

Senator Benron. Under the current definition, ‘small business’’ 
is a business that employs under 500 people; you just squeeze in. 
So, under the Government definition you belong in this hearing this 
morning. 

Mr. Harris. Actually, Senator, as you will see a little later, we 
vill be more than squeezing in if certain things do not happen. 

| think first I might mention—and along the line we have just been 
diseussing—we also have problems in connection with the drafting of 
key personnel. In this case two of the three case histories concern 
young engineers. I might make a statement in connection with that 
for the record that again this was something I have heard attributed to 
the dean of the School of Engineering of Cornell University. That is 
simply this: He came out here recently with a statement that there 
are around 375,000 practicing engineers in this country. 

There may be other engineers in sales work and doing most any- 
thing you can imagine, but these are men who either in research or 
in plant work or in development work are creating the skills of 
production that we have in this country and creating the improve- 
ments in the new developments that we have, because today, if you 
want to be realistic about it, the day of the little inventor is pretty 
much over. Your developments now are coming, whether it be big 
or small business, through these men who have been trained techni- 
cally and who are actively doing this work, backed up for the most 
part by the capital of big business. 

They are, you might say, our right hands in this question of pro- 
duction. I have in my own plant, first, a very personal problem of 
the plant engineer. He has recently been elevated to this position. 
The man who formerly had the job had left us. He is 26 years old, 


and you will say at the present moment—well, he is not eligible. 
He was a veteran of about 2 vears’ service, I believe He is single 
and is on a draft board up in the northern part of Vermont, and 


believe me they know nothing about the Kerite Co. and I am sure 
care less 

Senator Benron. That sounds reasonable 

Mr. Harris. He, unfortunately, is one of his kind. We do not 
have a staff where we can replace him. If we lose this particular 
man, we have lost our plant engineer, and he is the man who ts 


the mainte ince forces, re ponsible 


responsible for the handling of all 
for plant planning and the continuation of our machinery, repair, 
installation of new machinery, changing of production lines, and so 
forth 
Now we have a second case which again will apply to the draft. 
Again the general will probably say you do not have to worry about 
him right now. This man is only 24. He has recently married, 
and his wife is about to have a baby. He was in exactly 13 months, 
He was made a sergeant and got picked for the cadet-training program 
in the Air Force The Japanese surrender came alone and he had 
the alternative at that time of continuing or returning to civilian life, 
| 


and he returned to civilian life. He has been with us ever since. 
In fact, he has spent 5 years now, and he is in a rather peculiar posi- 
: > mi: : ae } oe 
tion for a man his age. This boy is very bright; he has had no really 


technical training outside of what he has he ‘d with our company, 
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but he has been understudying the most technical job that we have 
in the plant from the point of view of operation. It is a lead-press 
operator. The operation of a lead press is the operation of a piece of 
machinery worth, we will say, at the present figure, around one- 
quarter million dollars. Lead-covered cable is something probably 
all you gentlemen at least have seen and are acquainted with. 

It is a very important type of cable, particularly for the power 
companies that use it. It covers only major work. There is no way, 
for instance, whereby we can take a technical man and very quickly 
break him into this tvpe of work. It is one of those skills, unfortu- 
nately, that comes only by doing the job. It is the tvpe of thing that 
we would have a lot of ideas on how this particular skill should be. 
The engineers can tell you, ““Well, now vou do this, and that, and this 
temperature and this pressure, and it is all gomg to come out all 
right,’ but the old hand is the only one that knows that it does come 
out all right and can do it consistently. 

Now, we find ourselves in this position: This man has been in this 
job now for 5 vears. We have a foreman in that department who at 
the present time is so very crippled; in fact, for the last 3 months, 
up until about a week ago, has been out. This one boy has been 
operating the press all by himself. 

We had also another man along with this particular case, sort of 
understudving his father’s job. Last September he was in a National 
Guard unit out of Ansonia, Conn., and was called. He is gone 

We had one replacement, and we did not even try to appeal the 
ease. However, we are in the position now that if—and this is the 
thing, of course, most of us are worried about in connection with all 
of these problems—the rules are changed, and they certainly have a 
habit down there in Washington of occasion: ally changing their minds, 
both or either of these men may be lost to us 


Our third ease 1s the question of reserves This man now is abpout 
30 vears old and is also a voung engineer with us, married, and as vet 
no children, but one on the way. He in this case is not in the plant 
as such, although he is an associate with us in the plant work, helps 


out, and was in our development end of the business. He is a field 
engineer 

When we install a big cable—and the best wav | can deseribe it, 
we recently put one across there in Hartford from the Pratt & Whitney 
pli int to the South Meadow station of Hartford Electric It isa huge 
three-conductor armored cable. This particular man was the man 
who would go up there and supervise their engineers on how first to 
lay that cable in, how every splice must be made, and the entire cable 
which is over about a mile and a half should be run, how the cables are 

be terminated, and supervised that work. You may wonder why, 
we will say, in a concern such as that power company up there, needs 
such help. The chances are they do a job like this once in 10 vears 

they do not have on their own staff an expert in this particular, 
very highly specialized field 

Now again, Mr. Gardner is one of two men in our field and deve lop- 


ment engineering department. ‘The other man, primarily, is a de- 
velopment man, and again it is the problem of small business, with 
very small staffs, and in some cases the staff being one. We do not 


have the replacement. You cannot go out and get them today. 
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So it may look like we are yelling wolf before the wolf is at the door. 
It goes back again to many of the things Mr. Smith just said. We 
do not know where we are going to be, and it is very bard to make 
future planning. We are just hoping and holding our breath that they 
will continue. 

I was reminded, however, in sitting here that I am also in the Navy. 
My commission read I was to serve at the pleasure of the President and 
he, it seems to me, has been quite pleased with most of us. 

I am the plant manager, and as such, perhaps I am a little prejudiced 
in my own case. However, again, I do not have any assistant. We 
do not have too much of a backlog because we again, being typically 
small business, our staff is quite limited. 

Senator Benton. You certainly would not hire yourself again for 
this job. 

Mr. Harris. I would certainly look over myself carefully. 

Gentlemen, there is one other side of this picture that we are in- 
volved with here, and it has nothing to do with the draft and Reserve. 
It has to do with manpower, however, and it takes a little history. It 
is a question of shortages; it is a question of essentialities; it is a ques- 
tion of small business. 

Last fall the NPA was set up, quite properly so, to try and solve 
some other tough problems, to try and prevent inequities, if possible, 
to try and keep business going as well as it could, and still get the guns 
out—and part of our problem, unfortunately, in the field of cable and 
wire. We are dealing with everything that is critical—rubber, copper, 
lead, steel, bronze and brass, many chemicals, plastics, in fact I some- 
times wonder what we are in business for. 

What is critical to us is rubber. They arrived at a method—I do 
not say we should question them on it, to try and equalize the dis- 
tribution of something that was already short and perhaps trying to 
continue to stockpile—the method of picking the base period on which 
they would say, “This was your consumption for the base period, now 
you may get a percentage of this to continue your business.” At no 
time did they bring in this question of essentiality. However, they 
said you also may appeal this. So we came down, we told our story, 
we showed them that the base period was a very bad one for us; in 
fact, they could not have spent 5 years picking out 12 worse months. 
That was all right. 

We did get some relief. Sometime in December they came out 
with a quota for the first quarter. Now, in the manufacture of cable 
you do not turn it out in 1 week or 2 weeks. You lay your plans for a 
month or two in advance. It is a rather lengthy process. There are 
many, many things that go on in making it. 

We accepted the fact that we had what we thought was still a very 
poor share in the first quarter, but relief was promised, and they said, 
“Some time in January put in an appeal for ad litional relief.” The 
appeal went in and nothing came of it. The man who at that time was 
running it was let go. A new man was brought in and again we have no 
quarrel with him. 

However, just before February 1 we suddenly got notice that in- 
stead of having, we will say, 70,000 pounds of rubber for February, 
we had just arbitrarily been cut to 60. Then sometime in February 
they changed the rules on us again and came out with a new order and 
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we are down to oa These are round figures. They may be 100 
pounds one way or the othe T. 

That is a adie ‘tion of 254 percent from our former readjustment 
base. 

How does this affect manpower? Gentlemen, just in this way: 
On January 1, 1949, we had in an average 2-week period—for 1 week 
your average would be around 24,800 man-hours worked. This is 
January 1, 1949. The base period picked by the rubber group starts 
July 1, 1949, the last 6 months of 1949 and the first 6 months of 1950. 
Our business had gone into a bit of a tailspin. The railroads were not 
buying and the power companies definitely were holding back because 
the price of copper was dropping; and it always happe ns when the 
price of copper drops. Anybody connected with the railroad business 
knows that in the latter part of 1949 they were doing abolutely noth- 
ing they did not have to do. Revenues had been wiped out, coal was a 
factor, and Mr. Lewis was deciding whether he was sick or not, and 
so forth. 

However, we had dropped from 24 to 16 at the start of this period. 
In the midpoint of the period, in January 1950, there were 13,000 
man-hours worked. This is in the average week. We were cut to a 

2-hour week and we had let 25 percent of our force go. 

Now, at the end of the period, July 1950, it had increased back up 
to 17,000 man-hours. We had hired a few people. Primarily that 
shift was just merely a question of going to a 4- or 5-day week. 

On January 1, 1951, which is this current year, we are back up to 
22,000 man-hours. There is a swing there, a drop from January 1, 
1949, to January 1, 1950, of 52.5 percent. ‘This is the base period in 
which we are being fitted for the suit we are going to have to wear. 
All in all, we only lost 25 percent in this period, and J] think Senator 
Benton knows the situation in the Naugatuck Valley at that time, 
Waterbury, Naugatuck, all the way down through Bridgeport was a 
distressed area. Our people were laid off, even though we tried to 
stretch the hours as far as we could stretch them. However, there 
was general unemployment in the valley and in the areas immedi- 
ately “surrounding us. There was not too much they could do except 
to go on relief or back to the farm, or something else. 

Today our picture is quite a little bit different. If during this 
period, the way in which they measured our rubber consumption, then 
our employment and our man-hours are going to definitely follow the 
same pattern. We did not use up any more rubber than we had busi- 
hess. 

So we will follow that pattern, but in this case, when we cut the 
hours we will say, back to a 4-day week, and the take-home pay drops 
drastically because we have overtime off and on, our people are just 
not going to stand for it. They can go down to Stratford; they can 
go up to Hartford. There are other places where the impetus of this 
war effort is now being felt where there are defense contracts out. 
We know that. So that when, we will say, after a period of 3 to 4 
months this snarl untangles itself, and I say “‘untangles’’ itself, we 
are an essential business, an extremely essential business. When the 
CMP program gets going, unless they reverse themselves completely 
from what they did in World War II, we will have supplies, but we 
will not have the manpower. We stand a good chance, if this is not 
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relieved, as I say the appe ‘als are being put in this week, of losing 50 
percent of our force. There is, probably, a large percentage of that 
that we will never get back again. Unfortunately most of our force 
are local people, people that we would like to employ; we always 
have preferred local people. It means disruption of their lives and 
extremely disrupts the picture, as far as we are concerned. 

We could say the Rubber Division has been wrong in this, and yet 
you cannot blame them too much, gentlemen. They have a some- 
what impossible job to do. They thought they were going to get 
more production by this time, open up new plants; they found that 
you just do not open up a new plant like turning on a faucet. The 
anticipated increased production was not there. The essentiality of 
our business, based upon the fact that you have to keep the railroads 
going, you have to keep the power companies going, has been decided 
by the highest levels, as far as Government policy is concerned. How- 
ever, because of tremendous pressures from every side, whether it be 
politic al, labor, small business or big business, it was decided that we 
would not stress this question of essentiality very much, that unless 
it was a direct DO order the rest of the people had to scramble, whether 
they liked it or not. They agree, in discussing this matter with them, 
we should have it. They may give us a little relief. The thing that 
got us so upset at the present time-—weil, even the Department of 
Interior is calling up the Kerite Co. wanting to know where certain 
cables are and how we are coming on that, and yet we go back over 
to the NPA and they say, well, they won’t allow us or recognize essen- 
tiality as such because if they do they are going to be hurting some- 
hody else, whether he is an essential industry or not, whether he is 
big or little. It does put us in a very bad position, however, forget- 
ting this unemployment situation, forgetting the loss of workers, as a 
small business. We are in a competitive position that is terriflic. We 
have a vear’s backlog of orders, and gentlemen, we have not taken an 
order since the Korean War except from an old customer. 

Now, a tire company, as an example, if they happen to be in the 
eable business, and some of them are, can divert their rubber from 
making a few big tires to making quite a bit of cable. We don’t use 
as much rubber and yet any company who has that situation can 
divert the amount that he gets from any one part of his production 
to another. But it comes down, again, pretty much to a question of 
a small business being a highly specialized one. We have no other 
place to turn. We have nothing we can stop and apply it against 
something else. 

Of course, I know that particular situation exists manyfold through- 
out the country with these small businesses. We do not have the 
flexibility. We are not making rubber balls and cable and tires, and 
a thousand and one other things so that we could stop one line and 
say that is not essential; it is probably a low-profit line anyhow; we 
will put our rubber into the higher profit line. 

On the other hand, these other people can do it and are doing it. 
As witness we have had several of our customers approached and told, 
“We can get that for you from 6 to 10 weeks.”” They come back to 
the Kerite Co. and say, ‘“‘ You have taken care of us for 25 or 30 years.” 
[It so happens we have 65 percent of the American railroads on our 
books. We are in a very unique position, specializing in signal cable 
and wire and yet these big boys have wanted to break in for years 
and this is the way they can do it. 
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Senator Benton. That is a marvelous case story. It is an example 
of what happens when you touch one part of the economy. The 
whole thing shakes right on through and you have dislocations. |] 
believe you have put it very well. 

Mr. Harris. I want to thank you, gentlemen, for this opportunity. 

Senator Benron. I am glad you brought in this question of mate- 
rials and the effect on manpower. In the previous hearings before 
the Small Business Committee again, again, and again on the subject 
of steel and rubber this point was made that you just made, steel and 
rubber going to the automobile aie we ae the automobile industry 
making tires and automobiles. We had a Connecticut manufacturer 
here in the case of rubber heels. The ee were turning out shoes, 
but he could not give them the heels to put on the shoes because he 
could not get the rubber, which is another example, I suppose, of the 
tire companies taking his customers, too, by diverting rubber, if they 
wanted to divert it, into rubber heels. 

Mr. Harris. Senator, of course, as I sav, we have no real evidence 
of that. lam not going to be one to accuse them of doing that, but 
it is a very possible position to be in and sometimes we do not take 
advantage of a situation when we see it. We are human beings after 
all—and business being what it is—-highly competitive. 

Senator Benton. I notice, of course, that is going on all over the 
United States, with companies that can divert from one activity into 
another. That is happening everywhere 

Do you have any questions, Senator Schoeppel? 

Senator ScHOEPPEL. No, sir. 

Senator Brenton. [ congratualte you on your statement and am 
grateful to vou for coming down. As I fly up and down the Nat 
tuck Valley I shall look for the name “‘ Kerite,”’ and see if be can sain 
it. 

Mr. Harris. Thank you 

Senator Benton. Is Mr. Bernard J. Green here 

Mr. Green. Yes 

Mr. Benron. Before Mr. Bernard J. Green makes his statement, 
| — like to insert at this poo a telegram and a letter addressed 
to me by his partner, Mr. Milton J. Green, who was invited to appear 
but could not do so for the reason that he had been called to active 
duty by the United States Marine C orps for 2 weeks, starting March 3. 


») 


Bristor, TENN., January 15, 1951 
Hon. Witutam BENTON, 
Senator from Connecticut, Washington, D., ¢ 


I appeal to you as chairman Subcommittee on Manpower of Senate Smal 
Business Committee in order to rectify serious case indiscriminate calling of 
kevyman. B. J. Green is my partner in manufacturing company organized little 
over vear ago in addition being first lieutenant USAR, serial No. 01649020 
He spent over 4 vears active duty last war vet ordered active dutv November 
9, 1950, by Headquarters, Third Army. He requested deferment based on his 
} 


eing only executive active in business in charge of entire operation all phases of 


business, all other employees being hourly paid laborers, and that his absence 


would result closing business since no one else available take over his duties 
Undersigned cannot assume his duties because am operating head another busi- 
ness classified essential industry and all time consumed present duties, and 


addition do not have technical training and qualifications possessed by partner 


which are vitally necessary to continued operation of business. Partner a: 
self have not only all our life’s savings in this business but have borrowed heavily 


} 


from banks and private individuals 
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Therefore his withdrawal from business will necessitate closing with resultant 
bankruptcy. In addition and in my opinion most important he also informed 
Army authorities he was and had been for some time negotiating defense sub- 
contracts and that several oral promises were likely to become firm contracts at 
any time. He was granted 60-day deferment but was denied further delay and 
told orally additional deferment might have been granted had any of potential 
subcontracts become firm. Apparently Army not aware veritable creeping pace 
at which prime contracts being let particularly to small business and seem to care 
less about loss of potential war production when such small businesses are forced 
to wall by their own arbitrary attitude toward key personnel of such businesses. 
My partner appealed last decision denying further deferment and since then we 
have received small subcontract under Navy contract NORD 10957 and written 
communication from another prime contractor to stand by for production work 
on buzzer for Navy, telephone jacks for Air Force and switchboard units for Army 
since prime contracts expected momentarily. This latter information forwarded 
Third Army but he was advised in return to report for duty as ordered on January 
18 and that his request would be reconsidered. 

I cannot comprehend logic in this case for surely if Army cannot see fit to 
defer man for all foregoing reasons then they do not have any understandable 
policy for deferment of any man. Undersigned has no compunctions in placing 
own personal interest in this matter to fore for as lieutenant colonel, Marine 
Corps Reserve, have had 5 years war duty myself. I do not believe any Army 
board reviewing this case can deny that both my partner and I have not shirked 
our duty to our country. This appeal to you being made without knowledge of 
my partner and I respectfully request it not prejudice his standing with Army 
authorities. 

M. J. GREEN, 
PLumMBIuM MANUFACTURING Corp. 


PLuMBIUM MANUFACTURING CoRrP., 
Bristol, Tenn., March 2, 1951. 
Hon. WILLIAM BENTON, 
Senator from Connecticut, Washington, D. C. 

Dear SENATOR BEntToN: I would like to take this opportunity to acknowledge 
the request that I appear and testify before the Senate Small Business Com- 
mittee with reference to the facts stated in my telegram addressed to you, dated 
January 15, 1951. 

Having been ordered to active duty by the United States Marine Corps for 2 
weeks starting March 3, I regret that I cannot testify as requested. However, 
because this concerns the life or death of our business, my partner, Mr. Bernard 
J. Green, the very person about whom this entire situation has developed, will be 
in Washington to testify. He is the active head of the company and, as such, his 
knowledge of the operations is much fuller than mine. 

The above-mentioned telegram contained all the essential facts, thoughts, and 
opinions on thesituation. Yet, I would still like to point out a few additonal facts. 

The man involved graduated from the University of Virginia in 1939 and 
Harvard Business School in 1941. He was in the Army from September 1941 
until December 1945. After that, he worked for Fairchild Instrument & Camera 
until March 1949. He left their employ at my request to become my partner in 
this business, putting up half the money with me, and he went to work to develop 
the machinery and processes necessary to start this company on its way. That 
he was successful in so doing is evident from the fact that we have been in pro- 
duction and selling since midyear of 1950. 

Our company, because of its product, is skilled in the art of small metal stamp- 
ings and nonferrous metal castings including die and mold designs. At present 
we have three small subcontracts on defense orders and have been asked to bid 
on another involving lead castings. 

You will note from the foregoing that certainly our company can be classed as 
essential even though we operate on a comparatively very small scale. But it is 
because of this small-scale operation that this situation arises—all of our employees 
except Bernard J. Green are hourly paid semiskilled and unskilled laborers. 
Therefore, Mr. Green must act as the executive, administrative, and technical 
head of the business. It becomes very evident that should he leave the business 
it must stop operations immediately. In order to prevent the immediate dissolu- 
tion of this business, it is absolutely necessary that Bernard J. Green remain with 
the business. 
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As you know Green has been ordered to active duty as a Reserve officer in the 
Army and some delays have been granted as a result of the foregoing nates. 
However, these delays do not answer the problem confronting us for they only 
postpone the inevitable dissolution of the business temporarily. 

Many other individuals and firms probably have similar problems facing them 
and I feel that some solution must be found if there is any credence to the avowed 


intentions of this Government to tool up and produce matériel for defense pur 





poses. If small business is to go by the board because of the manpower demar ind 
of the armed services without regard to the needs of small business, then let such 
policy be published so that all small business can plan accordingly. If sn all 
business is to participate in the defense effort then its key personnel should be 
provec -d from other ms wmpower demands so that smal “1 38 can accomp: 
its purpose in our economy. From a practical point of view I can only si 
that the armed services review the civilian status of its reserves so that those 
reserves who hold key positions in essential industries may be made known to the 
armed services in order that their key civilian status be uninterrupted I suppose 
his can be accomplished by either dropping these people from the reserves or 
delaying induction as long as the individual involved holds a key position in an 
essential industry 

I want to thank you for allowing me this opportunity to state my views and 
I trust that it may be of some help in solving the problems which I know ar 
highly complex and difficult 

Yours sincerely 
Nive rON J (; N 


Senator Benvon. Will you step forward, Mr. Green, and tell Senator 
Schoeppel and me what Plumbium is? 


STATEMENT OF B. J. GREEN, ENGINEER, PLUMBIUM MANUFAC- 
TURING CORP., BRISTOL, TENN. 


Mr. Green. Senator, my problem is perhaps more personal than 
some of the problems t hat have been discussed here and [ can only 
discuss it in more or less specific teems. 

My name is B. J. Green, and I am the active operating head of 
Plumbium Manufacturing Corp., of Bristol, which is a very, v 
tiny company. 

Senator Benton. Senator Schoeppel has just remarked on your 
youth. 

Mr. Green. Senator, I am 32 years old. That is probably part 
of the problem. The fact of the matter is this: Actually my associate 
who is not active in the business, had intended to come today to explain 
this story because this puts me in somewhat of a situation of having 
to tell what I do and perhaps put it in the nature of bragging, which 
I do not want to do. But since he is also a reservist—bhe is a lieu- 
tenant colonel in the United States Marine Corps—and happens to 
be on active duty right at the moment, it was not possible for him to 
come here. His active duty is just for a period of 2 weeks, however. 

Plumbium is a company employing only an average of about seven 
people. It is a newly organized company, having made its first sales 
around the first of August 1950. We manufacture an item for what 
we might call the automotive after-market. We manufacture auto 
mobile wheel balance weights which are a product made out of lead 
and steel and are used in the maintenance of automobiles. Our 
customers are not the automobile manufacturers, but they are the 
Wholesalers and retailers of the automotive maintenance field. 

We conceived the idea, my associate and myself—my associate 
happens to be my cousin—back shortly after the war. We both 
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got out of the service, and because of one difficulty or another were 
unable to put our plants into actual effect until I le ft my job and went 
to take active hold of our ideas and put them into practice. That 
process started some time around April of 1949, and between April 
1949 and May 1950, we were engaged primarily in bringing our 
equipment together, getting our ideas into actual practice, and during 
that time I actually did the work. 

We started our sales, as I say, in August 1950. At the end of 
August 1950, I was called into the Reserve. I am a first lieutenant 
in the Signal C orps Reserves, United States Army, and I immediately 
recognized that in view of the fact my cousin’s life’s savings and my 
life’s savings, plus whatever money we were able to gather together 
from our families, and what we were able to convince the local banks 
to lend us, was in serious jeopardy if | left. 

Senator Binron. How much of your capital is borrowed from 
banks, roughly? 

Mr. Green. In percentage, possibly 20 percent. 

Senator Benron. You put 80 percent of your own money and 20 


percent from banks? 
Mr. Green. Well, let us not say it that way. After all, we have 
trade accounts and things like that, which amount to something. | 


would sax probab lv two-thirds of our capital is our own and one-third 
probably belongs to some body else. 

Senator ScHorprreL. What is the volume of your business since you 
started? 

Mr. Green. Our volume is very, verv small. We are only doing 
probably in the nature of three to four ee dollars a month. Our 
pote ntial is the reason why we are in this business. We are not yet 
making money. Obviously it takes a long time to put a manufactur- 
ing job such as ours, which attempts to sell on a national scale, into a 
paving business. 

Senator Ben'ron. A well-run new business in all probability should 
not make any money for the first 5 — 

Mr. Green. It is helpful if it does, but I suppose it is almost against 
the cards if it did make money 

Senator Brenron. If you would start competing with the Kerite Co. 
they would see to it that you did not earn any money for the first 5 
years. 

Mr. Grern. Undoubtedly. 

Senator Brenron. That is a big part of the issue that is involved 
here on this subject. These young men who might be earning three 
or four times as much money on a salary from a big company moved 
in, spent 4 or 5 years and made a tremendous investment, as you say 
their life’s work as well as their savings. Suddenly they are picked up 
and the whole thing is destroyed just at the point perhaps when they 

re turning in the corner and coming into the black. It is one of the 
very important questions involved on this issue, though I do agree 
wholly it ap plies to Mr. Schneider much more than it applies to 
Ge neral He mney and General Renfrow. 

[ think it applies much more forcefully than it does to the farms, 
because, as I said, somebody can operate at least part of the farm and 
it is still there. It may even be more valuable when the fellow gets 
back and probably will, the way things are going with farm prices. 
Sut your story is a good case story and dramatizes one important 
facet of this prob lem. 
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Mr. Green. To 20 on with the history of this, I was able to obtain 
a 60-day delay which deferred my date of reporting from November 9, 
1950, to January 8, 1951. 

Senator Benron. If you liquidated your business today, would you 
get. back your original capital? 

Mr. Green. No, we cannot get back our capital for the simple 
reason that most of our investment is in specialized dies and molds, 
and for that reason they have no value outside of our own company. 

Senator Benron. I am glad that point was brought out. That 
would be a very common situation. 

Mr. Green. It would be possible, of course, te get some portion of 
our original capital out, but naturally our creditors come first, and 
they get the first share. 

In any case, I was able to obtain the 60-day delay and in January 
I applied again for a further delay. At that time I was turned down 
L appealed to the next higher headquarters, and after some preliminary 
refusal to reconsider, they reopened the matter and I was given an 
additional 90-day delay. Now my date of reporting is April 18, 
approximately 6 weeks away, and I have no idea whether I will on 
will not be eranted any further delay. Krom the difficulty which | 
had in obtaining just this second 90-day, I am not completely hopeful 
that I will obtain any further delay. 

Senator Benton. What do you plan to do on the assumption that 
you do not get a further delay? 

Mr. Green. The business has only one alternative, and that is to 
shut it down. The business, unfortunately, at the present moment, 
depends on me solely. 

Senator Benron. How many people do you employ? 

Mr. Green. Only seven, and all of the seven people that we employ 
are production people. Our sales are done for us by commission 
representatives. I am—I hope I am not bragging—responsible for 
the production, responsible for the sales, that is, ] maintain the con- 
tacts with the representatives, | select the representatives, I keep 
after the representatives. 

Senator Benron. You do everything, but you have seven em- 
ployees. 

Mr. Green. I do everything, that is correct, including the engi- 
neering and probab ly when it comes down to it, sweeping the floor. 

Senator Br NTON. You are the last guy out at night. 

Mr. Green. We have, of course, considered defense business. We 
are in the metal working business, and as manufacturers in the metal 
working business we are, obviously, candidates for some kind of defense 
work. We are too small, obviously, to get prime contracts, but we 
have been exerting considerable effort to get small subcontracts or 
contracts that are within our capabilities; that is, for metal stamping 
or non-ferrous metal casting. We have been, to a limited degree, 
successful. 

We have obtained one rather specialized stamping contract which 
I was able to obtain only because I designed the dies that were neces- 
sary to carry them out. It happened to have been a peculiar job 
that was very much down the line of our normal civilian work and 
I was able to obtain that, and although there probably will not be 
much money in it for my company I hope that we have established 
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a contact with the prime contractor which will net us some future 
contract work. 

We have some prospects in the offing for some casting work which 
wil! be larger in dollar volume, and which will be able better to sup- 
port us in some way, and we have made some contacts with a com- 
pany in the electrical field. Since I was in the Signal Corps they 
feel I might have some background that may assist them in utilizing 
additional plant capacity. 

‘They are particularly interested in the fact that we are in a labor 
surplus area at Bristol, Tenn. Our labor is exported rather than 
imported, as it is in many places, and since they are ip a locality 
where labor is a problem, the ‘vy are hot interested in our company as 
some place where they can go for an additional source of labor and 
can put it in the hands of somebody who has a chance to carry it out 
promptly. 

However, as far as anything definite is concerned, it just is not 
there. The dollar volume is not there and it is very difficult to 
interest the Army in the fact that we are a defense contractor. 

ae asked the question, Sena itor, what would we do in the event 
the . Arm) does call me and there is no possibility of getting a delay. 
The or alternative that we have that is even worth considering is 
that vec Ati else will come in to take my place. I do not want 
to aggrandize my position in any way, but possibly the only ad- 
vantage I have over someone else that might come in is the fact that 
I have lived and struggled with this thing for so long and some of 
the problems that may be entirely new to them are old to me. How- 
ever, there are other problems. It might be asked why does not 
my associate come in and take it over? He has a good bit of his 
money coming in there, and this represents a big loss to him. He 
has got to take some kind of an active hand. 

However, he is right now engaged in the operation of two businesses 
for his father, my uncle, and his father is not a well man. It is very 
unlikely that he is going to be able to take this on as an added 
Spor sibility. It is too new a business to be able to be operated on 
anything like a routine basis to expect somebody to operate it as 
sort of a side line. It just is a full-time job. 

The other possibility is that of trying to obtain a hired manager 
to take over the business and to look out for our interests in the 
business. In analyzing that situation I have tried to establish three 
qualifications that such a man would have to have. 

First of all, he would have to be capable of taking hold of such an 
ope ration and along with it have all the technical qualifications and 
everything else that might be necessary. 

Second of all, nen very important, he must not himself be eligible 
for the service because it would be right back in the same boat again. 

Thirdly, he must be a man who is in a position where he cannot com- 
mand a salary which is over and above the means of a small business, 
such as ours. 

Senator Benron. You would have to give him the business. 

Mr. Green. That is correct. I am perfectly willing to give him an 
adequate share if I could even find such a man, but it seems these 
other qualifications are a little difficult to satisfy in any one individual. 
The person would have to be young, in all probability, not to command 
a salary that would be beyond our means. If he is voung and has any 
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kind of activity at all, chances are he might himself be called back to 
the service. So it seems like it is a pretty difficult job to get a re- 
placement. 

Mr. Smith brought up the question of the Army Reserve as against 
the Navy Reserve. It was quite clear that the Naval Reserve is a 
mandatory sort of thing and the Army Reserve is a volunteer affair, 
but I might point out there was considerable moral persuasion put on 
us when we left the service to join the Reserve, and to the best of my 
knowledge about 85 percent of the officers in the Army became re- 
servists. Some percentage of that has dropped out in the normal 
course of things, the amount has been reduced or the number has been 
reduced. There is no question about that. 

But to go back, there was considerable moral persuasion put on us to 
join the Reserve and rightly so. And we had a certain duty as a result 
of our training. The difficulty, apparently, is this: There has been 
no attempt to find out what has happened—I say there has been no 
attempt, there has been no attempt to my knowledge—to find out 
what has happened to these people in the 5 vears that have passed 
since the war has ended. 

There were some attempts in the early days of the postwar period, 
to determine what our civilian status was, but to the best of my 
knowledge nothing like that has happened in the last 2 years. The 
only recommendation I can make is that the Army or the services 
review their Reserve rolls and determine what has happened to these 
reservists in that period of time. Then probably there would be only 
one of two choices, or both of two choices that would be available; 
one, that the reservist resign, because none of these benefits that do 
belong to reservists should accrue to them if they are not available 
for active duty. If their position, let us say, to the civilian economy 
and to the defense economy is so important that they are more 
important where they are, ri ather than the Army, they have no right 
to obtain the benefits of reservists, and the V should be permitted to, 
or asked to, or something else, to resign; or, on the other hand, they 
could possibly be allowed to stay where they are only so long as they 
were able to demonstrate their necessity to the defense program. 
It might act, let us say, as a club over the heads of some of these 
smaller businesses to take on defense work that they might not take 
on otherwise. 

I think that is about all. 

Senator Benton. You are a fine case story, Mr. Green, what Mr. 
Smith was talking about in general terms, and you are also a fine 
example of what we like to think of as the free enterprise system. 

I congratulate you on your presentation. 

Are there any questions, Senator Schoeppel? 

Senator ScHOEPPEL. No. 

Mr. Green. Thank you very much, sir. 

Senator Benton. I have a statement that I will put in the record 
from Mr. Marsilius, the secretary of the Producto Machine Co., of 
Bridgeport; a trustee of the National Tool and Die Manufacturers 
Association, who sent this statement in in lieu of his own appearance, 
or Mr. Eaton’s appearance. 

(The statement referred to is as follows:) 
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STATEMENT OF Putitipe R. MarsiLius, SECRETARY, THE PRopucto Macuine Co.,, 
BRIDGEPORT, CONN., AND A TRUSTEE OF THE NATIONAL TooL & Dik Man- 
UFACTURERS ASSOCIATION, CLEVELAND, OHIO 


Our association has as members leading special tool, die and machine manu- 
facturers. All are small-business men, with employment ranging from 250 down 
to 5. They have repeatedly been referred to as typical small-business men, and 
my testimony will be from the viewpoint of these small-business men. 

Manpower problems were by far the most serious of any encountered by tool 
and die shop owners during World War II, and the same will no doubt be true 
in the growing mobilization for defense. They are now faced with two major 
threats—loss of irreplaceable skilled men by labor pirating and by induction into 
the Armed Forces 
ypreciate how much these difficulties will mean to this country, 


it is necessary to know something about the vital importance of the special tool 











and d ius to defense 

The manufactur f special tool is the basis of all mass-production, in 
peacetir rwar. Included under special tooling are d for stamping; forming, 
drawing, diecasting and forging; jigs and fixtures; molds; gages; special cutting 
too and snecially designed machines 

Che 2,000 to 2,500 contract shop lustry are called upon to make the 
bulk ol tt LOOI! req ed by new wherea thy toolrooms of the big 
mass-p plants handle 1 t pair and replacements, and some of 





fore any new or revised product or part can be put into mass production, 








the special tooling required must be designed and manufactured. The punch 
press to be used for metal stampings mus the die is ready; the 
radial drill cannot be used until the jig to guide the drills is made; the milling 
machine must await the holding fixture for the work; the products cannot be 
accepted ur their accura s checked bv gages 


Whenever a design of a product is changed, new special tooling is necessary. 
And before they are worn out, stamping dies must often be reworked and forging 
} 

i 





dies resunk All this requires the work of the most highlv skilled craftsmen, 
whose s ngenuity, and experienee make possible the emplovment of relativels 
unskilled and inexperienced men and women as operators of production equip- 
ment. One man’s output of special tooling makes it possible for many machine 
operators vork on mass production, using machine tools equipped with appro- 
pria 1 al too 
The production line of a factory is geared to turn out 10,000 or 500,000 parts 
of precisely the same nature, whereas the tool and die shop ordinarily produces 
one die or tool of a kind, and then changes to another that may be completely 
diff 
~ ec ea Ss i a ia i to ymethit { has never 
same design, there no chance for mass pro- 
cannot be made in advance or stockpiled 


rr the Navy or the Army finally decides upon the 
apon, it needs fully manned contract tool and die 
lv as possible, so the new item can be put into 


ad is tremendous, and NPA officials have indi- 
city of the tool and die industry to be needed. 
age of good tool and die makers, and men of 
iny of these craftsmen were trained in Muropt an 
the United States. That supply has of course 
ta During the great depression of the thirties, 
tal working industry that it was impractical to 
the war it was impossible because the able- 
were in the armed services. ‘Tool and die shops are now train- 


the war to make up the 





t been time since the end of 








Tool and die makers, and similarly skilled tool-shop employees, work to extreme 
precisior ften to a thousandth of an inch and at times to a ten-thousandth. 
; gaging equipment they make must be accurate to a few millionths 

How vital these craftsmen are to war production is well illustrated by a state- 
ment in an article entitled, ‘‘Pe: ” which appeared in the 
‘day Evening Post for ber 29, . ‘hard Tregaskis there quoted 


an official of the military a 
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“He told me something I hadn’t realized before—that if you took away the 
toolmakers and die sinkers from Japanese industry, you would find it relatively 
easy to wipe out the nation’s ability to make weapons of war.’’ 

The idea is entirely fallacious that men under 26 can hs 

tT 





With a 4-year apprenticeship training normally starting a e 
becomes a journeyman tool and die maker at 21 to 22, long before 

age of 26. Even after only a year or so in the shop, the apprentice has an im- 
portant start on his training But in World War II practically al re 


drafted, and the process has already started over agai 

Onlv men with ingenuity and a creative sense, as well ¢ 
make good tool and die makers, or die sinkers. They mu 
nethods, and must be able to visualize what tooling is 
lueprints and ideas into hard steel. 

The danger of labor pirating—where one emplover entices away the employees 
of another by offering higher wages or other inducements, with no increase in the 
total available supply of trained men—has been vastly increased 





? 
' 





the Wage Stabilization Board. Employers who followed President Truman’s 
request after the Korean trouble started, to help hold the line against inflati 

now find themselves with their wage scales frozen at levels below their competitors 
and many big mass-production plants, and helpless to take quick and effective 
action in meeting these competitive rates. In general the permissible 10 percent 


increase since January 15 of last year gives little leeway, as the pay of these very 
scarce men has risen rapidly since that date. 
While the WSB mavy in time get around to taking some action to allow the 











meeting of area wage rates, if something is not done promptly, it will soon be 0 
late to avert the stripping of many smail shops of their best men. And with 
them gone, these shops to produce special tooling may be 
halved, as t! ; make it possible to employ less skilled mechan- 
ics who cann thi uy lidar ce, al 1 help in the critica tage of 
the work. 

The matter of inflation control does not enter here rather, it is a qu of 
who is to pav tl a) rates and whether businesses are to be disrupted 

Another type of labor pirating that caused a great deal of trouble in World 
War II was the practice of allowing newly organized companies to pay | r 
wages than established ones W he er from faulty administration or ¢ Loree 
or from flaws in the regulations themselves, this resulted in a flood of mn 
and die shops, each of which took a few top men from established shops 
hey could work most effectively { ally the new shops had inadequate e )- 
ment and supervision, and required months to become efficient operating 

It should be noted that it will be most important to reta wa co 3 
ver\ nall special tool and die shops as well as the larger ones, to avoid a 1 
of labor pirati he re f what i i exper \ se, 
by the smaller one ro wre and di LlOpDs 

Chere are ¢ Lin le d 11 und fixtures that ca ‘ 1a ) ) 
thre ed men wo! with meager equipme! and ) ) 

r less, f{ example lust ire exempted from vine ) ‘ 
numb« f these | : ss ma e expected to sp p and pirate \ rf 
the | workmen, pat vages the other shops ea it meet and char 
for ‘ wo! which w dd » | i The ( 10 us bD i 
expected demands fe i 0 ! 1 tl rt ip ( ) 

i I in har ho met 7 tlio VAS ! ) ned World \ i 
and houg mo ery emp er vere xem ed t | 
control this was not true as re ird plo rs ( ol A 

Purni ww to tl | iction b ied | 
it n be rea 1 that ey ye of ( illed and irreplaceabl 
vho i uke »V the \r é | lor ( 1u ( \ ha l { eou { ) 
tool up quickly for war production In most areas it has been impo 
months to hire competent tool and die make ynd of ilar i 

Chi proble Is LWO-pro ed ‘ ra su j eC Ser i i re 
\ ional Guard men 

As ( irds 1 fly roup, e ! i \ le ea ) 
occupation have resulted in no great drain vet except it ‘ yf an 
But the situation is critical bec e the depend und ot! 

LOT eter lay pe <( Lway \ i LIhi¢ \ 1 p > 
Se! e to et all h ri OSS ) | the res pure y id «0 
( ive, befor either ) LS- or 26 wr-old ‘ 

DOT Lo ciose thelr eve oO ( 1 for oC Pa ) i | 
stro rr productio 
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High officials of Selective Service are aware, we believe, of the folly of taking 
tool and die makers for routine service in the Army, and recently sent to the 
local boards a list of critical occupations for their guidance in considering requests 
for deferment. But with some boards, this is not enough when they feel the 
pressure to fill quotas or get complaints that since Mrs. Smith’s boy was taken, 
Mrs. Hill’s should be, too. Experience in World War II showed a great variance 
in the attitude of local boards on occupational deferments—much greater than 
was proper. 

Putting a stop to all enlistments would be helpful. As Selective Service 
officials openiy admit, the threat of the draft for Army life breathing down young 
men’s: necks is a for most enlistments in the Air Corps and Navy. 


This has resulted in the loss of many valuable tool and die shop workers, who 
have ad no gound ater: feeling sure that they will be deferred. 
a as regards reservists and National Guard men. Again, high officials in 


the Defense Department are aware of the needs of the tool and die industry. 
General Marshall has pointed out that anv full-scale war will be one of production 


as well as actual fighting. And that there can be no production without dies, 
jigs, and fixtures. But still reservists are being taken from the tool and die 
shops, without protection from age, dependents (unless more than three, applying 


only to enlisted men) or previous service, such as registrants under selective 
ser\ ice enjoy. 

Some means of protecting apprentices from calls to service while they are 
learning their trade is vital if the wholly inadequate supply of tool and die makers 
is to be maintained even at present levels. Thev are learning to use both their 
brains and their hands, and it is logical to give them the same opportunities as 
scientific and technical college students. Perhaps basic military training could 
be given during the 4- or 5-year apprenticeship course, or in a few months’ inter- 


h 
hi 


lude. Die sinkers require a 7-year apprenticeship. 
Tool, die, and machine manufacturers realize that the armed services must have 
men. But they know that their output, with their men now working 50 to 60 


hours a week, cannot be pushed up enough to handle the tremendous demands for 
tooling anticipated within a few months’ time if their essential and irreplaceable 
skilled men are taken away. 

Selective service should be that in fact as well as in name. 

Senator Brenton. Tomorrow at 10 we should have Secretary Tobin, 
General Hershey, and Mr. Edward T. Gibson, the Deputy Adminis- 
trator to General Harrison. 

I think, if it could be arranged with Mr. Schneider that we might 
postpone him until Tuesday of next week, because I would like to 
have him have a chance to go over this testimony of this morning. 
It is largely in his field that most of the witnesses have been talking 
about, would you not say that, General? 

General Renrrow. That is right, Senator. I thought the witness 
from Connecticut was a very good one for us. Of the three instances 
he cited, not one of them was liable under selective service. 

Senator Benton. Thank you for pointing that out, but he did 
dramatize very well that point of uncertainty. 

General Renrrow. Yes; that is right. 

Senator Benton. The judgment of the future predominates the 
action of the businessman. 

General Renrrow. But in the case of veterans that is a matter for 
the Congress to decide, and I do not presume that the Congress in 
this field, at least through all the hearings so far, have even intimated 
that they are going to put veterans under this bill, so that all of the 
instances he cited were veterans, and all the hearings, at least before 
the House and Senate Armed Services Committee have been averse, 
as far as veterans are concerned, they do not think the veterans ought 
to be included under the act, so it is a matter of law, not regulation, 
so far as veterans are concerned. 
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Senator Benton. Well, we shall ask for Mr. Schneider, if he can, 
to join us Tuesday, the 13th, which is the third and final day of the 
hearings. If he cannot and is only available tomorrow, we shall ask 
him to join us tomorrow. 

Thank you, General, for spending the morning with us, and for your 
excellent statement. 

General Renrrow. Thank you. 

(Whereupon, at 12:05 p. m., the committee recessed until 10 a. m., 
Wednesday, March 7, 1951.) 
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WEDNESDAY, MARCH 7, 1951 


Unitrep States SENATE, 
SUBCOMMITTEE ON INDUSTRIAL MANPOWER POLIcy 
OF THE SELECT COMMITTEE ON SMALL BusINEss, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room 104, Senate Office Building, Senator William G. Benton (chair- 
man of the subcommittee) presiding. 

Present: Senators Benton and Schoeppel. 

Senator Benton. The hearing will come to order. 

Senator Schoeppel and I are very grateful for your coming up this 
morning. Your associate, General Renfrow, yesterday was very 
helpful. I think it is fair to say that we, as a Subcommittee of the 
Small Business Committee, appointed by Senator Sparkman, are 
eagerly seeking information to illuminate ourselves on what seems to 
us a most critical and crucial problem. We learned yesterday that 
the problem, thus far, seems to be more one in the hands of the 
Defense De partment as it affects the Reserve, and the Reserve officers, 
than in your own activities. 

This is partially true because young men under 26 years of age are 
not, in general, in a percentage sense, at least, as vital to the conduct 
of smaller independent businesses, as waen they become older, and 
also, of course, many of those most vital are veterans, or married, or 
in some other way are exempt from your activities. 

We also learned yesterday that what is motivating most business- 
men today is not what is true in fact today but the shadow of coming 
events, and I made the comment, with which I think Senator Schoe ‘ppel 
concurs, that businessmen are not motivated by what happens today 
primarily but by what they think is going to happen. It is the judg 
ment of the future that is the dominant factor in the conduct of tear 
ness, so | think it is fair to say that your activities are not only being 
watched closely for what they are but are being studied actively by 
the business community, trying to guess what they may become 

Don’t you think that is a fair summary? 

Senator Se HOEPPEL. Th: a sums it up very well, I think. 

Senator BENTON. Senator Schoe ‘ppel, we talked veste rd: fy about the 
letters that were coming into our offices. I have a few that I would 
like to put into the record, because the most illuminating information 
to me yesterday came from the case stories as told by some of our 
witnesses. With vour permission, | would like to just read one letter 
as a sample of what is coming into our offices here on the Hill. It will 
help perhaps to describe why the Senate is so actively interested in 
this problem. I have had about a hundred such letters, because my 
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State is the most highly industrialized State in the United States, and 
has a higher percentage of industrial workers than any other State in 
the United States, and incidentally, a higher percentage of small 
independent businesses than any State in the United States. How- 
ever, Senator Schoeppel is getting mail too; in fact, all of us are getting 
a lot of mail. 

Now, I have never heard of this young man. I don’t know him. I 
never saw this letter dated February 9 until last night. The 
signature is David B. Mylchreest. 

I have a problem which you are, no doubt, hearing quite a bit of lately. May 
I have your help? 

I am in the building-construction business with my father and older brother. 

I may say, General Hershey, that I think in many cases the business 
most generally affected tends to be a family business where a father is 
looking toward the boys’ future expecting them to take over. 

Dad is in very poor health, and so the burden of running the concern falls upon 
my brother and myself. The trouble is that both he and I are Reserve officers; he 


is in the Army Reserve and I am in the Air Force Reserve. We are both veterans 
of World War II 


These two are not your concern, as we learned yesterday. 


Neither of us wants to go back, but we realize that it is our duty to, if we are 
needed. 


And this is the tenor of all my letters, not of complaint primarily. 


Being in business for ourselves, it is not possible to stop our operations on 30 
days’ notice. A great many of our contracts run for 6 months to a year. 

What I am asking for is something definite in the way of a date when we may 
have to be called up and then being able to plan on it. 

Let me say again, we do not wish to go back in, but, if we have to, is there not 
some way we can find out when? Needless to say, we feel that to start making 
personal investigations might bring our names to attention and therefore cause 
us to be called that much sooner. 


I hope he doesn’t feel by reading this letter it is going to get him 
into trouble with the Defense Department. 


Please see what you can do for us. 


Now, here is the way Colonel Bing answers this letter, signed 
“Office, Chief of Legislative Liaison.’"” Now remember that the letter 
I read is a very appealing letter I think, a legitimate letter, and a 
very human problem, where perhaps the life savings of this family 
depend on these two boys, as well as their own future. 

This is the letter Colonel Bing writes to me: 


This letter is in response to your inquiry in behalf of David B. Mylchreest, 
Middletown, Conn., concerning the notice of recall to extended active duty 
presently being given to Reserve personnel. 

I have discussed the question with the appropriate authorities in the Depart- 
ment of the Army who have advised me that the current policies of the Department 
provide that a minimum of 30 days will be given Reserve officers prior to reporting 
for extended active duty, and that, where circumstances permit, the time will be 
greater. In the event an officer receives orders to report for active duty and is 
unable to adjust his business or domestic problems within the time allotted him, 
me may apply through his Reserve headquarters or to the chief of the military 
district in which he resides fora delay. An information sheet explaining the delay 
policy is enclosed for Mr. Mylchreest’s information. 


I submit that as a case example not directly in your area, but indi- 
cating a serious problem which may exist or arise in your jurisdiction. 
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We were told yesterday there were more Reserves on duty on October 
1 than there were inductees. Those are the last figures we had. 

Mrs. Rosenberg and Mr. Schneider are coming up next Tuesday. 

I hope if you, Senator Schoeppel, have similar letters, that you will 
send them along and we will insert them with today’s proceeding, 
because I believe if our witnesses for next Tuesd: ay rei ad these lette rs, 
and read the testimony of yesterday, they will have a much better 
comprehension of what is of great concern to the Senate, and what the 
problem is as the Congress now sees it. 

I will put a few in today, and you, Senator Schoeppel, may send 
yours in. We will notify Senator Long of the same thing. If those 
are sent to the witnesses coming up on Tuesday, they may read them, 
because these are the things that are troub ling us on which we are 
seeking guidance to see if there may be either administrative or 
legislative action which may be suitable. 

Will you proceed, General Hershey? 

(The letters above referred to are as follows:) 


Case: Riptey Co., Inc., Mippterown, Conn. 


This firm is engaged in electronic production and has been for the past 15 vears. 
It is a small business employing 728 people. At the present time this firm has 
four essential defense contracts of the greatest technical nature. These contracts 
total almost $800,000 and are in various stages of completion. 

Mr. Robert A. Barrett is the chief draftsman for this company. He served on 
active duty with the United States Marines from 1944 to 1946, and has been a 


member of the Reserves from 1947 till 1951. His enlistment in the Reserves 
es pires on April 21, 1951 Ile has now beer nmoned to active dutv and in the 
light of earlier extensions of time, he has now been refused any further extensions 


and must report for duty. 

In various letters to the Director, Third Marine Corps Reserve District, Mr 
F. A. Rudolph, president of the Rip ey Co., made the following poi nts: 

‘As chief draftsman for this company during the past 244 vears, he has become 
thoroughly acquainted with all phases of Ripley Co.’s electronic products, par- 
ticularly for the armed services. 

‘‘Tnasmuch as the chief draftsman participates, to a great extent, in the mechani- 
cal design of any a ent manufactured, he must of necessity be an experienced 
and reliable man. Since we = e known that Mr. Barrett probably will be leaving, 
we have been trying to find another chief draftsman. This is not a simple prob- 
lem. Merely finding the man nani hiring him does in no way give him the experi- 
ence with our equipment. 

“Our present activities in the production of Navy intercommunication set(s) 


* * * have not yet reached the point of completing a preproduction model for 
Navy testing-laboratory checks. At this time, the loss of a keyman in design n 
will naturally slow up production of vitally needed Navy equipment. * * 


Mr. Barrett’s time is 100 percent devoted to this Government work. 


THERMAFLO Merat Propwcts, INc., 
New London, Conn., March 8, 1941. 
Mr. Don HERTZBERG, 
Care of Senator Benton, 
Senate Office Building, Washington, D. ( 


My Drar Don: Sam Pear and Herb Entwistle have explained to me that you 
are making a survey for the Senator on the effect of the current supply situation 
and Government purchasing on small business. This letter is an attempt to 
present to you the facts insofar as Thermaflo Metal Products, Inc., is concerned. 

We do not have any sources for steel sheets to maintain even a skeleton crew 
employed. We receive approximately 20 tons from Bethlehem each month. 
We buy from legitimate warehouses as much as we can get, but still have to resort 
to extracurricular markets for additional steel. We pay as high as 12 cents a 
pound for “‘seconds”’ which are available from mill sources for about 3}4 cents per 
pound. 
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Our payroll is reduced from 35 men to 20, and we stand a very good chance of 
losing most of these men in the very near future. By “near future’ I mean days, 
not weeks or months. Of what use our plant and facilities will be to us when that 
happens is very questionable. These men are specialists and experts for our 
work. We cannot replace them even if no worker freeze is instituted. 

* * * * *” * ok 
Sincerely yours, 


THERMAFLO Merat Propucts, Inc 
SAM SCHLEIFER, Manager. 


*) 


FeBRuARY 9, 1951, 
Senator WILLIAM BENTON, 
Congress of the United States, Washington, mt. 

DeaR SENATOR BeEntTON: I have a problem which you are, no doubt, hearing 
quite a bit of lately. May I have your help? 

I am in the building-construction business with my father and older brother. 
Dad is in very poor health, and so the burden of running the concern falls upon 
my brother and myself. The trouble is that both he and I are Reserve officers. 
He is in the Army Reserve and I am in the Air Force Reserve. We are both 
veterans of World War II. 

Neither of us wants to go back, but we realize that it is our duty to if we are 
needed. Being in business for ourselves, it is not possible to stop our operations 
on 30 days’ notice. A great many of our contracts run for from 6 months to a year, 

What I am asking for is something definite in the way of a date when we may 
have to be called up and then being able to plan on it. 

Let me say again, we do not wish to go back in; but, if we have to, is there not 
some way we can find out when? Needless to say, we feel that to start making 








persor al investigations might bring our names to attention and therefore cause 
us to be called that much sooner. Please see what you can do for us. 
Very truly yours, 
Davin B. My .cureerst, 


Fespruary 23, 1951. 
Hon. WILLIAM BENTON, 


United States Senate. 


Dear SENATOR BenTON: This letter is in response to your inquiry in behalf of 
Mr. David B. Mylchreest, 33 Brainerd Avenue, Middletown, Conn., concerning 
the notice of recall to extended active duty presently being given to Reserve 
perso! re | 

I have discussed the question with the appropriate authorities in the Depart- 
ment of the Army who have advised me that the current policies of the Depart- 
ment provide that a minimum of 30 days will be given Reserve officers prior to 
reporting for extended active duty, and that, where circumstances permit, the 
time will be greater. In the event an officer receives orders to report for active 
duty and is unable to adjust his business or domestic problems within the time 
aliotte d him, he may apply through his Reserve headquarters or to the chief of the 
military district in which he resides for a delay. An information sheet explaining 
the delay policy is inclosed for Mr. M ylchreest’s information. 

While I am not at liberty to speak for the Department of the Air Force, I 
understand that the policies for the recall and delay of Reserve personnel of that 
branch of the Armed Forces are similar to the Army policies. 

The interest vou have indicated in this matter is appreciated. 

Sincerely yours, 
ing R. C. Bra, 
Colonel, GSC, Office, Chief of Legislative Liaison. 


Case: Bonney Euectrric Co., FAIRFIELD, CONN. 


John Bonney served for 4 years, and is now a member of the United States 
Army Reserves. In September 1950 he was summoned for a physical. At that 
time, the family physician wrote asking for a delay because Bonney’s father was 
not well, and the business was a family business which would be seriously impaired 
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Word was received that a delay was n 


he following letter from Mrs. B. W. 
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Bonney: 
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Bonney Execrric Co., Ine 


Fairfield, Conn., January 2, 1951. 


. Reference: Bonney, John C. (0548794). 
Senator WILLIAM BENTON, 
_ United States Senate, Washington, D. C. 
DEAR SENATOR BenTroN: With 1% months of John (¢ Bonr s delay already 
gone, we have still been unable to find a man to assist in filling his position. One 
of our younger servicemen left on December 13 in the draft and the other \ r 
D1, man expects to leave this month 
We are enclosing letters from the service department of our main supplier to 
give you a better picture of the problem we shall be faced with if John leaves in 
uring January. In addition to this, we have television, radio, and numerous smal 
appliances, which can and must be regarded as nonessential in an emergency. 
ther To enumerate the work John does, with the help of the vounger men who hay 
Ipon left or will leave shortly for the Army, will clarify the pictur Bint 
cers. 1. All service on refrigerators, ranges, washers, and other similar hous ld 


ssities, 


nec 
2. All problems arisin 
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ir electrical ce 


are require a knowledge of electrical engineering. To cite two exam | 

ions fire-house signal system for the town of Fairfield and the wiring system of 

ear switches in the sewage-disposal plant of the Government housing proje 
Fairfield are completely under his supervision 
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radio, and other servic 


of ‘ssential nature 


a none 


h one man 50 years of age, an electrician, and Mr. 





king John Bonney, Sr., a man 54 whose health was impaired during the last war in his 
1use attempt to carry on the work alone which up until now has been handled com- 
pletely and efficiently by our service departmet two of whom will have gone 
by the end of January and John C. Bonney who is scheduled to return to active 
r, duty in January unless some further delay can be arranged. 
We are presently servicing 1,200 or more accounts. In additior 
1 have the responsibility of servicing approximately 2 pi s of w equ 


which are sold each vear and are added to this average of 1,200 accounts a 
tioned above All of this we feel that we must necessarily quit after 30 f 
arduous work if we are to be drained of all of our younger personne! B 
f of we are willing to work short-handed and to work harder in this emerge but 
ung two men 50 and 54 vears of age, one in failing health who has si the last war 
eo been practically inactive, cannot possibly be expected to do the work of five 
At this time it is impossible to hire and train a man for service work as w a 
art- found out during these past few weeks because of the drain on manpower 
art- draft and defense work 
r to Anvthing that can be done to arrange a further delay for Joht O 
the be appreciated 
Ive Sincerely your 
me : BonNEY Evrctrric Co., IN 
the Mrs. B. W. Bonney. 
ing 
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or 


city of New Britain and has approximately 25 employees. It distributes its 
food products throughout the State of Connecticut. Its annual gross volume of 
business exceeds $1,000,000. 

2. Said Eugene Rosol is the general manager of the entire firm of Martin 
Rosol’s, Ine., and has been such for the past 2 years. He is a critical employee 
in that he supervises the making up of all our food products and the processing 
of same, in addition to supervising the distribution of same throughout the State 
of Connecticut. 

3. His is a key managerial position for the following reasons: The experience 
of the trade is that it takes between 2 and 3 years to train a man to manage 
such a food-processing concern of the size of this one. It takes at least this period 
of time for a person to acquire the knowledge necessary in the manufacturing and 
processing of various meat products, of the formulas required, and of the in- 
grediencies that go into the processing of these meat products. His knowledge 
must be supplemented by an intimate familiarity with the various problems con- 
nected with a large growing business such as distribution, personnel, sales, traffic, 
and purchasing. It is knowledge within the trade that there are no available 
replacements to this type of position. 

t. During the years of World War II this business suffered financially due to 
lack of managerial personnel. Due to this lack, its service to the customers 
was drastically restricted. It is known knowledge to the corporation that cus- 
tomers throughout the State suffered, particularly those that were engaged in 
heavy industries and required meat every day. Due to this lack of such a key- 
nan, it was unable to do the job that its facilities make possible. 

5. It is common knowledge within the meat-processing trade that it takes a 
long period of time to train a man to take over the management of such a busi- 
ness. He must be thoroughly competent before he can be trusted with the 
responsibility that is involved in the packing and processing of meat products 
from a health and safety standpoint. 

6. This employer realizes that this is an application for a temporary deferment, 
in order to give this employer some time to make other arrangements to meet 
this problem. 

Very truly yours, 
Martin Rosouw’s, INc., 
By JoserH W. Boapansk1, Assistant Secrelary 


> 


WATERBURY, CONN., January 13, 1951. 
Hon. Wittiam BENTON, 
Senate O ffice Rua ding, Washington, D. C. 


Dear Senator Benron: I had the pleasure of meeting you at the Small 





Manufacturers Association meeting in New Haven, where you were the prin ipal 
speaker. Knowing of your great inter in the welfare of the small manu- 
facturers, | am taking the liberty of writing you and asking you for your aid and 
advice 

I am a partner in the Diversified Products Co., of Waterbury, Conn., manu- 
facturers of sere machine produc ‘ I served in the Armed Forces during 
World War II for a period of 387 months Approximately a year and half ago | 
join 1 the Naval Reserve This was prior t the time we obtained the plant, 
As part owner of the company it has been my duty to run the business as my 
brother, who is also my partner, has had practically no business experience. 
His duty in the enterprise is to see that the machines are kept in operating 
condition at all times 

I have now received my orders to report to active duty with the Navy: I 
requested a deferment as shown in the enclosed letters but was turned down 
However, I personally went to New York to plead my case and was given a 2- 
month deferment. 1 appreciate this extension of time but it will not in any way 
alter the situation, if I am to report to active dutv 2 months hence. It will 
mean that we possibly have to liquidate the plant or shut down indefinitely, 
unless arrangements can be made in obtaining either an indefinite deferment or 





having my Reserve status deactivated. 

This letter may sound as though I have no desire in serving my country but I 
honestly feel, Senator Benton, that I can be of greater service to my country in 
my present capacity than if [ were inducted into the Navy 

My other partner besides my brother is my uncle who spent a great deal of 
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China. He is a lieutenant colonel and has been informed that he will be recalled 
to active duty in the very near future as he has had a great deal of experience in 
the Orient and Europe. On this account he cannot be counted upon to assume 
any responsibilities. 
I therefore, Senator Benton, implore you to use your good office to either obtain 
an indefinite deferment for me or have my status of naval reservist deactivated 
Trusting vou will help me in my present predicament, 1 remail 
Very truly vours 


’ 


Neit L. TREMAGLIO. 


STATEMENT OF MAJ. GEN. LEWIS B. HERSHEY, DIRECTOR OF 
SELECTIVE SERVICE, WASHINGTON, D. C. 


General Hersuey. Mr. Chairman and members of the committee, 
| am pleased to have the opportunity to appear before this committee 
today, and if 1am able to give you information which will be of prac- 
tical value, then I shall appreciate the opportunity all the more, 
because I believe an underst anding of selective service and its opera- 
tion is highly important from my standpoint, as Director of Selective 
Service, as well as from the standpoint of inctalievs of the committee, 
and those who are directly interested in business, large or small. 

| understand that the term “small business’ is defined by the com- 
mittee as a business employing less than 500 persons and/or is not 
dominant in its field. Accepting that definition, I] want you to know 
at the offset that I am very much aware of the fact that the employee 
problems, of small business in many instances may be different from 
employee problems of big business. We endeavor to keep this fact 
constantly in mind. 

It is obvious, for reasons which I will explain later, that a local 
board in considering any given registrant for occupational deferment is 
very much interested in the size of the business as related to the 
nature of the product it is producing or dispensing, also as related 
its peculiar manpower problems, and whether it is utilizing its man- 
power wastefully or economically. 

And right here we get down to one of the fundamental reasons why 
we adhere so strictly to the principle of local board autonomy. For 
no two individual businesses—whether large or small—are exactly 
alike, just as no two industries are alike—or two States or two com- 
munities are alike. You can’t have several sets of rules and say that 
one rule will apply to big business and one rule to small business, one 
rule to community or State, another rule to another community or 
State 

What you must do is to have a common set of rules and make them 
flexible enough so that their intelligent application on the local level 
will achieve the desired result. The desired result is procurement of 
the necessary number of men for the Armed Forces, with as little dis- 
turbance to civ ihian activities espec 1s ally those concerned with defense 
production—as is humanly possible, though I can’t resist the tempta- 
tion of adding that sometimes I think that even we in selective service 
overlook the fact that the primary purpose of selective service is to 
procure men for the Armed Forces. 

| think that is always true when you have relatively small procure- 
ment, and while it may seem large at the present time, our numbers 
now going in, compared to what went in during World War I], is 
fairly small. 
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So I may say that the regulations providing for occupational defer- 
ments, and which adhere very scrupulously to the Selective Service 
Act itself, recognize no distinction whatever between small business 
and big business, and any distinction is in application to fit each indi- 
vidual case, as an individual case. 

Briefly, I will state the requirements for occupational deferment 
as defined in the regulations, but not using the exact words of the 
regulations: 

A registrant’s employment must be necessary to maintenance 
of the national health, safety, or interest, and must also meet 
these conditions: 

1) He is, or but for a seasonal or temporary interruption 
would be, engaged in such an activity; 

(2) He cannot be replaced because of a shortage of persons 
with his qualifications or skill in such an activity; and 

(3) His removal would cause a material loss of effectiveness 
in such activity. 

I am sure you are aware that it is the local board which determines 
whether or not a peaerene: meets those requirements. ‘The decision 
of the local board is subject to appeal, of course-—in fact, it can be 
appealed without any reason, except that you don’t like the decision, 
providing it is within some days, and although the local board has 
cognizance of the size and nature of the business in which the regis- 
trant is employed, it does not—-and obviously cannot—use size as a 
yardstick one way or another 

Now right here I want to emphasize that the large measure of 
autonomy under which local boards operate does not mean that 
there are not a great many avenues of information for them in con- 
sidering whether or not a registrant meets requirements ce no 
tional deferment. This information comes to them from national 
headquarters. It comes to them from their State director and his 
representatives. Vastly more important, it comes from the regis- 
trant’s community—that is, it comes from the registrant’s employer 
who not only has the privilege, but who is urge .d, to file with the local 
board 35 the facts concerning the registrant’s essentiality and the 
business which the employee is engaged. The information comes 
from any source which the local board sees fit to tap in the community 
regarding any certain business or industry—its importance in terms 

what we are trying to accomplish in the way of raising military 
manpower and increased defense production to meet a very grave 
situation, a situation so grave that it imperils our existence. 

[ am frequently asked whether Selective Service has a list of essen- 
tial industries and critical skills to assist local boards in considering 
occupational deferments. The answer is ‘‘No,” with this qualification: 
The Department of Commerce and the Department of Labor, respec- 
tively, on September 9 of last year, issued lists of essential industries 
and critical skills for the Armed Forces in considering limited defer- 
ments for members of the Military Reserves called to active duty. 
I have sent these lists to all the 4,000 local boards in the country. 

They are mandatory in no sense whatsoever. I sent them to the 
local boards with the observation that they comprised the kind of 
information ‘‘that must not be swallowed without being chewed” and 


I added that 
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There may be occupations in your area which are most necessary and warrant 
deferment that are not on the list. On the other hand, there may be areas in which 
some registrants in the listed occupations are not making contributions essential 
to the national interest. In all cases there is always the difficult problem of identi- 
fying the possessor of a particular skill. The next question to be decided is 
whether the task being performed is essential to the national interest; and, final 
can he be replaced. 


I am convinced that there are relatively few men—and I am willing 
to stress “relatively”’ who are between the ages of 19 and 26 whose 
skills are so great, and who are so indispensable, that their transfer 
from civilian to military life would create much of a ripple. At the 
same time I do not want to leave the impression that local boards 
are not kept constantly honed dso that those who actually are needed 
at home in essential business or industry—big or small—may be 
deferred until replacements are found or trained. 

I repeat that there are some who should be deferred. Local boards 
have deferred a great many men for occupational reasons. I will not 
quote figures in this respect because they are entirely misleading. 
They give no idea whatsoever as to the number of men between the 
ages of 19 and 26—skilled or otherwise, working in so-called essential 
industries or otherwise—who are exempt or deferred for other reasons. 
That doesn’t include the 13 million who are above 26, and there are 
a great many — For example, there are upwards to 3 million 
veterans = mpt by law, and there are a great many others deferred 
because oO f dependence: y—to say nothing of the LV-F’s. The vast 
majority of all of these are in business or industry of one kind 
another. 

We are inducting under the present rate considerably less than one 
out of every eight men ages 19 to 26. In other words, we are deferring 
or recognizing exemptions for more than seven for every one we induct. 

| have consistently contended that under present conditions it would 
be near folly to raise the present age limit beyond 26. I believe the 
reason is that the number of really skilled workers does begin to 
increase very materially after 26 aoa both business and industry would 
be adversely affected were the limit raised appreciably, with conse- 
quent maladjustment to defense production and civilian economy 
alike. 

Sut vou can’t have your cake and eat it, too. That is a blunt way 
of saying that if we aren’t allowed to take very substantial quantities 
of men between the ages of 18 or 19 and 26—if great numbers are 
to be deferred because of occupation, along with the ethers now 
exempt by law or deferred by regulations—then there is only one 
way left to meet the demand for military manpower which must be 
met if we have any intention of survival. That is by yielding to the 
pressure and raising the age limit. So from a very selfish standpoint 
and even though an employer could be so lacking in devotion to 
country as to blind himself to the far greater issue—the civilian user 
of manpower who unconscientiously presses for deferment of men 
who can be replaced, and who do not in actuality meet the re quire - 
ments of the regulations—such a user of manpower is helping to 
strain toward the breaking point the guard ropes that hold the age 
limit where it now stands. 

[ have many times advised employers to search both fact and 
conscience before requesting deferments. If fact and conscience agree 


that the request should be made for deferment, then deferment should 
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be requested. If there is no such agreement between fact and con- 
science there should be no attempt to cheat the Armed Forces of 
men sorely needed. Those may be harsh words, but they are very 
true. 

It has been a source of great satisfaction to me and to members 
of my staff that employers so generally have understood and embraced 
the philosophy I have endeavored to outline. It has become a not 
uncommon experience to hear employers tell us that original intentions 
to ask for certain deferments have been abandoned, and to add, 
perhaps, “someday I might need a deferment very badly; it would 
be worse than foolish to prejudice any justified claim I may later 
have by cluttering up the local board records with requests for defer- 
ments I do not need.”’ 

I have been asked whether there has been any thinking along the 
lines of 30-day postponement for key workers in small plants in order 
to make transition smoother when an employee goes into the Armed 
Forces. The question raises interesting points. It is one which must 
be answered individually in each individual case and by the local 
board. But I seriously doubt if there is a local board in the country 
which would not willingly grant such a postponement when requested 
by the employer backed by substantial evidence that the request was 
reasonable. 

Here we touch on another point, involvements of which were 
directly and indirectly responsible for the lion’s share of our grief in 
connection with occupational deferments during the World War II 
operation. It was one of our hardest tasks to convince Many em- 
ployers, and groups of employers, that a deferment was exactly what 
the word meant—a delay or postponement of induction, not a per- 
manent exemption. So when a local board defers or postpones a 
man’s induction at the request of an employer, the obligation of the 
employer is plain. He must utilize the period covered by the defer- 
ment or postpenement—whether for 30 days or more—in finding a 
replacement for his keyman, or by training another man—or perhaps 
a woman—to take his place. 

Returning to the question, if a local board has evidence that an 
employer is making arrangements for replacement simultaneously 
with requesting a short postponement for a skilled worker and the 
business or industry is necessary to maintenance of national health, 
safety, or interest, there is little likelihood that it would be refused. 

It has been claimed that smaller-business men have not taken 
advantage of their legal rights to the same extent as have many of 
large business. There is no way of determining whether this is true. 
I can only say that the same appeal machinery is open to both. It is 
very simple and requires a minimum of effort. 

As an interested party, the employer files written notice that he 
wishes the classification appealed. This must be done within 10 
days of the date the notice of classification is mailed by the local 
board to the registrant. That is all there is to it. 

The local board forwards the registrant’s complete file to the State 
board of appeal. Should only one member of the State board of 
appeal disagree with the local board’s classification the employer 
may appeal to the National Board of Appeals, which is not respon- 
sible to me as Director of Selective Service, but to the President of the 
United States. I have frequently urged that close contact between 
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the employer and the local board is highly desirable and to the mutual 
benefit of both. 

I am impressed with the statistics which show that small businesses 
comprise 93 percent of the total businesses in the United States. 
For that figure of 93 percent is another reminder that our great Nation 
is made up in its entirety of small communities. 

In rural districts these communities are separate villages or areas. 
In larger towns and cities they are joined together under common 
municipal government, and more likely known as neighborhoods. 
But communities they are. They are communities whether they are 
spread over 10 or 20 or 30 square miles of sparsely settled country, 
or whether they are roughly bounded by this avenue and that street, 
this gas tank and that bottling works in a large and congested city. 
They are what America is made of. 

And I believe it is especially appropriate to remark before closing 
that it is the people in these communities who make up the personnel 
of small business—and it is the people of these communities who 
operate selective service. 

We have a great deal in common. 

Senator Benron. Thank you, General Hershey; that statement 
has eloquent phrases in it, as well as being most illuminating. 

[ hope, Senator Schoeppel, you will interrupt at any time that you 
wish. This is a very small group, as you can see, and we are naturally 
informal. 

If I could just take a minute to describe the facet of the problem 
that doesn’t seem to me to be covered by your report, except perhaps 
in this phrase at the bottom of page 2, which would have to be inter- 
preted very broadly on the national health, safety, or interest. 

Now, of course, in this emergency we have to violate many of the 
principles of the free economy to which we are delicated. On the 
other hand, it is the 6 million small businesses that constitute our 
free economy and put the competition and vitality into our economy 
which we call the free-enterprise system, and they are essential, not 
on a temporary period, of course, over a 2-, 3-, or 5-vear period, but 
they are essential to the maintenance of the free economy and the 
free-enterprise system. 

Now, what happens, as the witnesses brought out yesterday, and 
as the mail bring out, is that the young men start their own businesses. 
These businesses are not at all engaged in necessarily essential indus- 
tries or critical skills. Here is a young man in the plastic business, 
stamping out cigarette trays. He borrows his capital from his family, 
he gets a friend, he works for 2 or 3 years at virtually no salary. He 
gets his little business going. One of the men yesterday had seven 
employees, from Bristol, Tenn., who had been going for about 2 years. 

‘a he thinks that he can do essential work. He thinks that he 
can convert this little plant of his into subcontracting for a war 
contractor. He feels that with his machines, instead of stamping out 
ash trays, he can very quickly learn to stamp out a part that goes into 
an airplane. 

At this point, he is drafted, or pulled back into the Reserve—the 
latter problem is the more acute, because, as you point out here, a good 
percentage of these young men tend to be over 26. 

[ suppose the group from 26 to 35 is a much more crucial group 
from the standpoint of the interests of this committee, and the 
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importance of the problem, than the younger men, but in the family 
business—and as Senator Schoeppel pointed out ‘yesterday, on the 
farms—it applies also there to the young men under 26. 

Now, » can’t go in for himself and contend that his industry is 
essential, or his skill is critical, except the skill of being an entre pre- 
neur, and 'the skill of having had enough vitality and enterprise, 
instead of working for the General Electric Co., which has lawyers to 
go in and claim he is essential, perhaps, or who knows the techniques 
when they want to ask for deferment to come in and try to get him 
deferred. 

His critical skill has been the enterprise and the ability to get out 
and get this little business going, persuade the bank to loan him some 
money, persuade his father to borrow on his insurance policies to 
give him a little working capital, to deprive himself of the girls in 
the night clubs and the other things he would be enjoying if he were 
on a larger salary for a larger company, and to have invested these 3 
or 4 vears at little reward, sustained by the hope of the future, and 
now suddenly he is pulled in and drafted, or called back into the 
Reserve. 

Now, the question is, supposing that there are 100,000 or half a 
million of these smart young men, scrambling around to get war 
contracts within the next 6 to 12 months. Now, how critical is this 
skill of enterprise and unusual ability to the country as we look ahead 
a year or two? And how critical to the economy? ‘To what extent 
should this quality in this young man be weighed either by the Army 
in deferring him, or taking him off the Reserve list and moving him 
to the deferred list, as suggested vesterday, or by you W hen you decide 
whether you will take him instead of the employee, let us say, of the 
General Electric plant. 

I would like to ask Senator Schoeppel to add a little bit to that, 
because I don’t think I have put this very well, Senator Schoeppel; 
it seems to me in general that this is the area which General Hershey’s 
statement doesn’t cover. 

Senator ScHoErPeEt. Yes; I can see that. 

Senator Benton. And which is of great concern to all people inter- 
ested in the future of the American economy, and I will also go further, 
and say a this group of young men let’s just arbitrarily say there 
are 100,000 of them in the country, or a quarter of a million of them 
over a 5- or 10-year period, are likely to make a far vaster contribution 
to war production, as we learned, out of the activities of the small 
businesses in the closing years of the last war, than there are any 
figures now available to demonstrate. 

In other words, their potentital as a national resource is enormous, 
even though the young man can’t come into a local draft board and 
in any way at all prove today that he is critical or essential or irre- 
placeable, or any of these other adjectives that you would necessarily 
use in laying down the rules to guide the local boards. 

General Hersuey. Well, the thing that I think we have to keep in 
mind is that my area of contact is pretty small. I am dealing only 
with the age group between 19 and 26 who are not veterans, as de- 
fined by law. The fellow that has been in the service, and has gone 
back and established himself in business, is entitled to a little more 
sympathy, and I don’t want to transgress on the people who are going 
to follow me on Tuesday—I don’t want their problem any harder, but 
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one of the difficulties they are up against with the reservist is that the 
reservist is not restricted within the age group under 26 in the first 
place. He is all over the lot. 

Senator Benton. We learned about that problem yesterday. 

General Hersuey. And he is also a veteran. 

Now, I would like to say a little something about the practicality 
of raising an armed force when you have a great deal of difficulty iden- 
tifying people who today are doing something which they should be 
left at home to do. 

When you leave all those and all the other nonliable groups out 
of it, you are down pretty low in remainders, especially if you are going 
to hold the line in age. I am in favor of holding the line on age, be- 
cause I think that is one of the things we should do; to try to get the 
man to pay his military tax when he is young and unattached. 

At the present moment, my movements are in the 21’s, the 20’s, 
and even in a few places beginning to get into the 19’s. 

I have some reservations on how many of these people that are 
running these small businesses are in the areas of the 22’s, the 21’s, 
and the 20’s. 

Senator Benton. We agree wholly on that, General, and we learned 
that yesterday. 1 think it would be mostly olders sons and big 
brothers. 

General Hersuey. I know you are in the farming business, and so 
am I, though not on a very large pattern—my farm is pretty small 
but I did grow up in a Central West community, and I do thoroughly 
appreciate the business that is run by a farmer. ‘There is a lot of 
reason why the son can do something that no one else can do, but it 
is true that in the spring 

Senator Benton. Excuse me, General Hershey: I don’t like to talk 
against Senator Schoeppel’s farmers, don’t misunderstand me—we 
have very good dairy farmers and other farmers in Connecticut, but 
I did point out yesterday that at worst, a boy who leaves a farm, when 
he comes back, the farm is still there 

General Hersuny. I wouldn’t agree with that, because I think 
when you leave a farm, reL_ting over on the side ( f the larmers, you 
think you can leave it and it is not going to deteriorate. You can 
lock a plant up——you can at least have a good roof over it, but the 
rains fall on a farm that is not taken care of and that farm is down 
in the river when you come back, and that is where too many of them 
have eone; down these watersheds. So I do net agree. 

Senator Brenron. I shall not quarrel with you and Senator Schoep- 
pel, except to point out in the case of these small businesses that when 
they are shut up, they are gone forever, and when Mr. Wilson appeared 
before our committee, IL think quite properly he pointed out the tre- 
mendous asset value of a group of men who know how to work together 
and who constitute what is called a going business, an asset value that 
you don’t find on the books or the balance sheets, and when once 
destroved, is gone forever. 

If you contend the farm is likewise destroyed, I can’t argue with you. 

General Hersuey. I think that is no quarrel over what we are 
considering here. First of all, from my experience during the war, | 
have a very keen appreciation of the small-business man. I don’t 
know as I could prove this, but I believe very thoroughly that the 
utilization of labor in the small business, 1f it is at all successful, reaches 
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a height that you can never attain in larger ones, because the man who 
is the manager, running his own business, with six, eight or a dozen 
men, if he is effective, can have relationships of supervision, leadership 
and all of those things that gets more out of his men. 

You have ownership and management and decision close to where 
the thing happe ns, and one of the troubles we get into is getting 
decisions. The process takes us through so many ec helons be fore 
anything is done about it that a lot of the initial drive is absorbed. 
You don’t have to sell me on small business. 

I went to the west coast in 1943, and I must say the small business 
I saw engaging in small contracts, in making what I term “gadgets,” 
because I am not scientifically minded, for aircraft, I always thought 
was far more important than the people who were engaged in assem- 
bling it, because about all they had to do was put together things 
that rather fine workmanship had made, but just the same, you always 
heard more noise for the larger fellow because he had a department 
that worked at it. 

I am in sympathy, but, on the other hand, I find myself in some 
difficulty about how I am going to operate a job if I attempt to fore- 
cast what someone might someday be doing who is now doing a non- 
essential thing, and if I am going to save all those because some day 
they might be doing something essential, I don’t know that I would 
have much of anything left to draw from. 

[ have no quarrel with the man who is in small business doing some- 
thing, but if he is making something for the luxury trade, and he isn’t 
essential, how do we make him get essential? By continuing to defer 
him, or by having him know if he doesn’t get in and find something to 
do, he is going to go? 

Senator Benron. You have put your finger right on the dilemma. 
Yesterday General Renfrow told us about your letter to the draft 
boards, mentioning the farm boys, the special problem on farm boys. 
I suppose there must be many farmers who at least on part of their 
farm have activities that could conceivably be called luxury activities, 
vet we all know we have got to eat, and everything that goes on in the 
farms must be bulked into the classification of being an absolutely 
essential industry. 

These small-business men are frequently in the process, they think, 
of becoming demonstrably essential. In fact, the Defense Depart- 
ment thinks so, too, as you and I both know. There was a front-page 
story in the papers yesterday about the huge mobilization program still 
in the blueprint stage, from the standpoint of procurement. These 
young men haven’t yet got the contract from United Aircraft, or the 
parent prime contractor. Now, here is the dilemma, I agree, and this 
makes it exceedingly difficult for the local draft boards. 

General Hersuey. I doubt, Senator, that the dilemma that you 
have mentioned involves many selective service registrants. ‘The 
youngsters who are nonveteran and have no families—you see, we are 
still deferring people with wives only exce pt those that married late- 
are generally not established very firmly in business. 

Senator Benron. I am not directing my comments toward your 
group, but talking about the sum total of the problem. 

General Hersney. There is no need here to cover the Reserve 
problem because I have no responsibility, and presumably no knowl- 
edge—lI have heard a little about it, but it lies outside my responsi- 
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bilities, and probably I have enough activity that I don’t get done in 
my own area that I haven’t much time to get into other people’s areas. 

Senator Benton. Senator Shoeppel, do you want to ask him about 
the question you brought up yesterday on the appeal boards? 

Senator SHOEPPEL. Yes; | want to touch on two or three things, 
General, and I don’t want to be repetitious, because General Renfrow 
answered into the record certain phases of them that J think were most 
helpful. 

| want to point out one thing, and see if you agree with me on this: 

The average young fellow who is going to come within the category 
that you are responsible for—18 if this measure passes, to 26—probabl} 
hasn’t budded out to the point where he has taken an active part in a 
business—small business or large business, unless it is on the technical 
side—and | will have some quarrel with those who say that within that 
age group there are not a great number that are very valuable, because 
they fall into the scientific qualification in which I think there is lack- 
ing consideration of their importance; but on the farm, a kid that is 
born and raised on a farm is taught to work, is taught to fit into a 
category there, and there are 6 million of these farms in the United 
States, against 4 million small businesses. 

[ am not minimizing the importance of small business, and not 
aggrandizing the farmer but we have more boys that fall strictly 
within the classification, whom you are going to deal with that can do 
essential things on a farm, and they are going to have to be treated, 
L think, a little more practically than some of the draft boards of the 
country until now have been treating them. 

Kor instance, in my State, we have, | have been informed, at least 
10 to 12 local draft boards—and this is no fault of yours—that have 
refused to give any deferments to farm groups at all, saying ‘Well, 
we are just not going to exempt anybody. Let that matter go up and 
be handled by the State; let them take their appeals on the thing.” 

I suggested yesterday | thought that was a pretty tight policy. 
I thought that was rather an inequitable position to throw those 
young fellows into. 

The point I want to make is that within that 18 to 26 age group 
that you are dealing with, the boys are much more adaptable to the 
business of farming, many of them that should be considered for 
deferment, than they might be in the usual run of small business, not 
having grs aduated into it vet. Do you agree with me on that? 

General Hersuey. Well, Senator, having been Governor of the 
State of Kansas, and I having had a long and very agreeable relation- 
ship with you, it tends that a person be human, and [ at least like to 
feel that I am, and having been brought up on the farm I would tend 
to agree, but I find myself in this position: 

[ have two members of the committee here, one happens to come 
from a farm area, and the other one comes from an area that farms 
some, but has quite a lot of other businesses, and it is very difficult 
to begin to generalize. When you begin to generalize—I happen to 
believe that the formal way to educate a farmer, with all due respect 
to our agricultural colleges, probably is still generally carried out by 
training on the job. 

In other words, I grew up on a farm, and I think I knew, in spite of 
the fact that I probably wasn’t too apt as a farmer, in spite of myself, 
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[ knew a lot of things at 20 that would take an awful long time to 
teach a nonfarming youngster, because I just lived through it. 

Senator ScHorppe.. | agree with you 100 percent. 

General Hersuey. | understand that farming has changed, because 
in my day we had to be active in order to farm. We thought when 
we got everything so it could be ridden the old fellows could farm, but 
they tell me now they can’t stand to ride, it tires them like it used to 
tire my uncle to walk. 

That is all right with me, I know it is in the spring that a farmer’s 
back begins to hurt, if he has been farming very long, and if he has an 
18- or 19-year-old boy, this spring is not a good spring. I don’t 
say it in trying to be facetious, either, but the very fact that a farm is 
run by a family has many advantages, and some disadvantages, be- 
cause it is awfully hard to draw the line between the boy that you 
could afford to let go to college, and the one you could may be let go 
into town and work a little bit. 

Now, I agree with you, I don’t believe that we ought to pass rules 
that every farmer is deferred, or every farmer isn’t deferred, and that 
is one reason | wrote that letter. 

I can’t say that in 15 of your counties there are some that ought to 
be deferred. I suspect there are, but for me to say there are when 
there is somebody down there who says there isn’t, | don’t want to get 
in the position—I don’t approve any more than you do—of saying 
that those fellows out there running the boards don’t know what they 
are doing. 

I have some mail—it happens to have arrived since I testified before 
the Agricultural Committee of the House-—that have instructed me 
quite a bit on even what some of my local boards think Members of 
Congress don’t know about it. They have sent me copies of letters 
that they have sent to Members of the Congress, sort of instructing 
them on what they should know. 

Now, I think we make a mistake when we pass rules saying nobody 
is going to be deferred. 1 would be suspicious of that right from the 
beginning, that is why I wrote that letter of the 9th. 

On the other hand, you know as well as I do, Senator, that one of 
the things we are up against now is the fact that in some places during 
the war some of the boys overworked the farm deferment, and we are 
suffering in the farm areas from a reaction to it. 

lf | have a veteran of World War II on a local draft board, you just 
can’t sell him many farm deferments, because what happened? He 
went off and left his farm, and this fellow that couldn’t be spared 
bought it, rented it, or something else, and what we get into in both 
business and the farm is a delicate situation, and a tragic one, and 
that is this: 

[ have seen that herd of cows that is always on the block because 
nobody is there to milk them, and yet. I have preity good evidence 
that there was never a decent milking cow that went to the block. 
Somebody bought her because they were willing to milk her. ‘These 
short milkers that aren't worth milking, anyway, because they eat 
more than they can produce, those go to the block, and the fellow who 
had them, if he was keeping good books, wouldn’t have kept them, 
because they are boarders, not milkers. ‘Those are the ones that go 
to the block, but those are the ones I have heard of for 10 Years. 
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“My boy having been drafted, 1 am offering for sale 60 cows.” 
Twenty go to the block, and the other 40 somebody buys, and some- 
body else produces the milk, and the tragie thing is that if the milk 
is produced after the man is drafted, the Fede ral Government pre- 
sumably has no interest whether Smith or Jones produces it, and if you 
can find Smith, who is not subject to the draft, that can produce it or 
work in a factory, that we must do, because the group must live, and 
the group, in order to survive, must have somebody in the forces 
They must understand that sparing them to enter the armed forces 
doesn’t disrupt the economy at home. 

That is the position 1 am in, and it is hard for me. How are you 
going to look at this factory, and make up your mind that, although 
they are making television at this time, they will make radar next 
year? That is a tough one. 

Senator Benton. ‘That is tough, and that is the problem 

Senator SCHOEPPEL. The problem i have coming before me, and | 
know some of the other agricultural Senators are getting the same 
problem, is this: We have had some boys on the farm, and they did a 
pretty good job in the last war, enlisting, going in and doing their bit 
there may be a couple of those young fellows that were on the farm 
and came back and got married and maybe one went back on the farm 
and he is in the Reserve, and away he goes. That isn’t your problem. 

They have one kid tn there, 20; the old gentleman is 70 to 75 years 
of age, and he has a pretty substantial stock interest, and runs a pretty 
good farm in his community. Along comes the draft board, and 
doesn’t defer the boy and, bane, out he goes. But he has been told 


to “vet into Cessna or Beecheraft, get into that as quick as you can, 
then, « P r into college, and you are fine ,; you are 1n vood shapr ae because 
my sai friends who had these plane plants, just like my good friend 
and colleague here, Bill Benton, well knows, there are skilled people 
who can develop a record on hose fellows going off the farms into 
those plane plants, and they will get de ‘icsainaay they will get buried 
away there in an essential de ae aededs 

But it adds up to this: it is going to continue to drain the farms if 


this thing blossoms out like some people think it is going to, and God 
forbid that it does. 
| have letters saving we are going to import 100,000 Mexican farm- 


+ 


ers, and you ought to get a Mexican farmer. You can imagine what a 
Kansas farmer is going to say about that, when he has a mechanized 
farm out there. The farms are a little different than when you and | 
started, and I spent half my life on a farm I was one of eight kids 
born and raised out there, and | know something about it 

A lot of those farmers have plants, 30, 40, 75 or 100,000 dollars, and 
they have $25,000 or § 30,000 invested in machinery, mechanized, now. 

The thing I was wanting to lay before you, and I know vou have con- 
sidered it, is that we have to meet that problem with a realistic ap- 
proach, and must not destroy, no more than we must destroy these 
potential small businesses by being too critical and pulling the men 
out without due consideration, and with probably a 0m more positive 
cuidance from fellows like vou to those draft boards to give considera- 
tion to some of those things where due consideration saa be civen, 
irrespective of the fact we may have two or three members of a draft 
board who served in World War | or World War II, and are prone to 


look at it a little harshly. 
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General Hersuery. I am talking to an expert, because you live in 
the area and you know what your problems are. But I am perfectly 
willing to do anything here, except attempt to tell the people in any 
of those counties in Kansas how they ought to govern those quantities 
in Kansas, providing they pay their service debt in a fair and just way, 
with Nebraska, the Dakotas, and all the other States. Once that is 
set, I back off a little at guidance. Guidance is fine, if it isn’t regi- 
mentation, but when I help the local board member in one of those 
counties by making his decisions, | am contradicting the theory of 
self-government. It is easier for me to tell him that any man who has 
60 acres ought to be deferred, or 320 acres. If | set up some rules 
then I can let him avoid making judgments, but that is where local 
self-government disappears, and I am not dedicated to that, as you 
well know, and I know I have to pay to worship at the foot of the 
statue of self-government. They will not govern it like 1 would like 
to have it, or you would, sir, but they will govern it blindly perhaps, 
and I will settle for that. 

Senator ScHorpren. I agree with that, that it is a very ticklish 
situation, and I would be the last to want to say that we ought to have 
directional effort from Washington, or even from the State ‘level down 
telling them what they have to do. 

General Hersuery. A person in Topeka can be just as much of a 
bureaucrat as one in Washington. 

Senator ScHorrre.. That is right. 

Senator Benron. It seems to me you farm boys have learned a good 
deal. I will say that, as I listen to the two of you. 

Senator ScHorepPe.. | will say that I happen to have been Governor 
of my State during a period of time when General Hershey was in this 
troublesome spot, and we did work closely together, and tried to 
harmonize a lot of those things, but so many people fail to understand 
now that we are not in an all-out shooting war, and they can’t under- 
stand the rigidness that appears to be manifested here unless we are 
in an actual, all-out war—and maybe that is a part of our difficulty. 

Now, let me go to one other thing here on the small businesses. 
You talked about the essentiality to the industry. 

Now, we have a lot of small businesses in our area of the country. 
We are not Detroit, Pittsburgh, or Schenectady, N. Y., or over in 
Senator Benton’s good State. We have a lot of small businesses, say 
$50,000 to $200,000 invested, and maybe employing from 5 to maybe 
150 or 200 men. 

Of course, this puts us now into the reservist picture, and I want to 
just tie that thing up by way of a query to you in just a moment. 

They have kept those businesses together. That is a very important 
segment of our economy, as you well know, and as you have expressed 
awhile ago. A lot of those fellows ope rating those businesses have been 
husbanding their employees to the extent that maybe they have put 
in applications for contracts or subcontracts, and plan to carry on an 
important segment of the defense industry. 

Now, if a draft board, or if the powers that be are going to put a 
rigid interpretation upon what is essential, and the businessman may 
be in a transitory process there, getting contracts, the draft board 
could rule them out, and they could scuttle those businesses. You 
take two or three keymen out of that, and they go by the board. 

Senator Benron. That is the key question. 


— oo oe — 
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Senator ScnHorpPre.. I realize that is a reservist question largely: 
most of the men came back from the war and got into the Reserves, 
and that is not in your category. 

Is there a relationship between your Department (if the bill to 
draft 18- to 26-year-olds passes) and the Department and boards 
responsible for the recall of reservists, so that some harmonious 
approach may be worked out to prevent some of these known in- 
equities during the time lag? 

General Hrersuey. I will answer “No,” and tell vou why. 

The people they are working with are the people who are veterans 
of 2, 3, 4 or 5 vears service who are just getting started in business or 
professions, people who have riven to this country already 3 or 4 
vears of their lives. And not only that, they are dealing : with | peop le 
without regard to age or family status, so therefore the man they are 
trying to make rules for 1 have excused—in other words, I com- 
pletely exempt the man, the least vulnerable of the persons they 

1 begin to take. They are in a very unfortunate situation dealing 
with people who have already served, with people who are over age, 
people with families, and people with busines 

We are dealing with single men, nonveterans. In other words, 
the worst of our men would be a privileged character with them. 

Senator Benron. But they are more liberal on deferring the 
Reserves. 

General Hersney. How can you be liberal if a man has already 
given 3 vears of his life in asking him to go back and serve again, 
while I have many men who haven’t served at all? 

Senator Benron, May I put it this way. If they deferred, or took 
off the reserve list some of the men that fitted into Senator Schos ppel’ 
question, you would then have to raise your limit to 27, let us say. 

General Hersury. No; I don’t think so. I would have to begin 
to work on down through the 19’s, and then we are in the question of 
whether we have to go into the 18’s or not. 

Senator Benton. That is the dilemma, then. 

General Hersurny. Well, there is another proposition there. When 
they were caught last summer, there were many reasons why the 
bringing back of a man who is trained to balance a group was more 
valuable than taking a whole lot of untrained people. That is the 
reason Congress, and I think wisely, but perniciously as well as 
wisely, extended enlistments—1I think it is pernicious to extend the 
contract when the contract is up saying “You stay another vear, 
and you have no choice.’ I think that is bad, and yet survival 
demands of the individual, things that are pernicious for the individual. 
We had to have men in Korea—you had to keep those that were there, 
because of the time-consuming factor of replacing them if replace- 
ments had been available. You had to call the reservists because 
they were already trained, but there wasn’t any fairness as far as 
they individually were concerned in calling them rather than those 
who had never been in. 

Senator Benton. You have posed the question In aw ay that makes 
it clear to me at least in a way I didn’t see it after listening to our 
witnesses yesterday. In other words if Mrs. acnieee and the 
Defense Department said, “‘We are sympathetic with the viewpoint 
just expressed by Senator Schoeppel; we must interpret the national 


health, safety, or interest in terms of the welfare of these enterprising 
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small businesses; we are going to defer a hundred thousand or 200,000 
such men, 50,000, or whatever the number may be; we will take them 
off the reserve in accord with the national health, safety, or interest.” 

Then they would turn to you and say, “General Hershey, produce 
those men for us.’ 

General Hersury. And the great mass of them would be produced 
under 21 years of age, because I have already screened the 20’s through 
the 25’s. 

Senator Benron. To what extent is that, in your judgment, a 
decision for the Armed Forces to make, or for you to make, or for the 
Congress to make? 

General Hersuery. Well, Congress obviously makes it first, because 
we are nothing—with all due respect to the defense establishment 
all we are are administrators. We administer a law, and therefore it 
is the Congress’ responsibility I think primarily. 

Now, do not misunderstand me. 

Senator Benron. In other words, you think Congress would have 
to say 

General Hersuey. No; | think you will find Mrs. Rosenberg very 
sympathetic. 1 do not want to give her testimony, but I think you 
will find her very sympathetic. 

Senator Benron. The more sympathetic she is 
problem becomes for you. 

General Hersuey. I am not worrying about the small businesses. 
The farm problem is a big problem, we are all going to have that one, 
and no matter how well or how poorly we do, we are in a bad place 
and we will have to live with that one. But there are other sources 
of individuals, and that is one reason | have supported the 18 or 18%, 
or whatever they go to, because I think that group is more capable 
of going without disrupting things than the group that you are talking 
about, and I happen to believe we have some people who have been 
rejected who should be used, but that is a separate question. 

Senator ScHoOEPPEL. On the basis of calculated figures, they have 
been pretty well screened. 

There was an article that appeared in Fortune, you may have seen it. 

General Hersuey. Which month? 

nator SCHOEPPEL. In March. It is Manpower Controls Next? 
Sut it does point out, and I think - is an excellently written article 
I do not agree with all phases of it, but there is one phase of it that I 
mentioned awhile ago. I said | was coming back to it, and it is about 
these fellows coming into your category who are trained in engineering. 
This is what this article has to say, one phase of 1 


the tougher the 


? 


The situation in selective service has been equally critical. The doctrine of the 
jury of neighbors should determine who shall serve may be formally democratic, 
but it is woefully inept for technical selection. The Scientific Manpower Advisory 
Committee, an official Government commission headed by Charles Allen Thomas 
of the Monsanto Chemical Co., pointed out the plight of voung scientists and 


engineers. There are at present 65,000 under the age of 25 


Now, they will fall right in your lap 


ess than 1 percent of the total in the draft-age group. Determining which 
registrant possesses scientific and technical competence and evaluating the impor- 
tance of their present work is a job requiring technical judgments. Selective 
service is neither organized nor st affed to establish criteria, nor do all the local 
boards | 


regarding individual registrant 


lave the technical knowledge to use such criteria in making the judgments 
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Now, do not get me wrong. That is not my language. That is 
what Fortune said, but already I have received—semebody picked 
this off the newsstand, and I have received already three letters asking 
me 

General Hersuey. Well, if you get 300,000, I wouldn’t be surprised, 
and | don’t know whether you care to heal anything I have to Say 
on this. 


Senator SCHOEPPEL. I do. 


General Hersney. Unless you have a lot of time I have some very 
deep feelings on it. Do not misunderstand me. I have been charged 
with a lot of things. I made a sper ch one timy saving there is a lot of 
baloney, and they did not quote the rest of it. They only quoted the 
part where I said there was a lot of baloney. Do not misunderstand 
me, | have a lot of respect for scientists. | do not happen to believe 
that they were not human beings first. I do not happen to believ 


that they do not have to live in the society with other people, and 
| happen to believe we need some science of government that will teach 
is to have enough sense to control the things that the physical scien- 
tists have invented, because we have not done so well in that area, so 
if we are going to start promoting the study of th nes, om of the th ne’s 
we can start to promote is the science of living with each other and 
governing each other and getting along with each other. 

I would like to say something specific on these scientists. There is 
a book called, ‘Scientists in the Armed Forces,’’ | believe, that Mr. 
Thomas undoubedly refers to it and I would like to give you a few 


figures to show vou a little bit about the volume. I did not bring them 
up for that purpose, but I carry this around. 


After the war, Selective Service was put on the spot beeause it had 
not deferred anvbody. Ido not know if those erities know this e 


try built an atomic bomb during the war, or whi th r they know that 


everybody of the younger group who participated in it was deferred 


l 


without question That of course, was glossed over, but thev wanted 
to find out something so they sent out 134,000 questionnaires afte 
the war was over lo pr ople WW ho had paid dues in some sc1entine soc ty 
They got 70,000 answers Now, I assume that the ones that did not 
answer, as long as this was a gripe questionnaire, were not enough 
interested—that is they were not griped enough to answer it, so 
70,000 answered, and out of those 70,000, 15,000 actually got into 
ervice; aout of 134,000 on the list we got 15,000 who got into some kind 
of service during this late unpleasantness. Of that, 75 pereent of 
them volunteered one way or the other, so that left me stuck with 
2.500 of them that got in by the draft. 

| do not care which way you look at it, this whole question, of 
134,000 that are eligible, 2,500 of those were dragged in by their heels 
into the draft. I am sorry, a quarter of 15,000 1s more than that 


il, 


odo. 

Now, we then went into the question of how many were dissatisfied 
and we found a total of about 3,700 that said they—these are not of 
the people | drafted. but of the whol 15.000 were US¢ ad least ( ithe rin 
therr own field or an adjacent field with effectiveness 

Now, I submit that those figures are little less convineing than som 
of the things 1 hear. 

| would like to say something about engineers They are the boys 


who have heen in pretty bad shape There were 215,000 of them 








60 INDUSTRIAL MANPOWER 


according to the Department of Labor in the United States in 1930. 
Between 1930 and 1940, we educated 45,000 in addition to those who 
took the place of those who died, or retired, so we found ourselves in 
1940 with 260,000 engineers, and then came this 10 years where 
technical training practice stood still, if you will read some of these 
stories. Do vou know how red we had in 1950? Four hundred 
thousand. We woos increased the engineers three times greater than 
in any other 10-vear period in our history during this te rrible time of 
war. I donot Seow whether +“ realize it, but there are 9,000 doctors 
in this country who would not be doctors today if it had not been for 
the war, because we made them increase enrollment as the price of 
deferment. 

Senator Scuoeprer. Then a lot did not want to goin and give their 
service to the Government? 

General Hersury. Well, we passed a law then to go back and get 
them. 

Now, that gets into the question we are in now. 

Senator Benton. Your figures are very interesting and very per- 
suasive as far as 1 am concerned. 

General Hersuey. Do not misunderstand me. I happen to be 
working now on trying to get a system that will defer every man, if he 
wants to ask for it, that is in his senior year in the upper three-quar- 
ters of the class, where allegedly most of the good students occur, or 
can pass a testing service; on 66% percent of those now finishing the 
sophomore year, and 50 percent of those finishing the freshman, trying 
to increase the selectiv ity as we go dow n. Wehave got around 325,000 
or so freshmen this year, so if you leave 50 percent of them in, you 
would be somewhat short of 200,000 freshmen, which in 1940 would 
have been as many freshmen, sophomores, and juniors as we then had. 
We have gone into the school business under the veterans’ s ubsidy and 
our school population swelled way beyond anything we ever had. I 
happen to be a trustee of a small college. We had about 1,600 when 
we had veterans, but we never had more than 600 before we got into 
the veterans’ business. Of course we want to keep on at 1,600; we 
feel the country needs us at 1,600, but this country got to be quite : 
country, with that school having only 600 students. 

[ think we are going much farther than the country is going to be 
willing to sustain us. I'd like to relate an experience within the last 
6 weeks. Il went out to Cieveland to a convention of engineers 
and employers. It met last year at Strathmore, and their theme was, 
‘How can we place a Do you know what their theme is 
this year? ‘‘How can we get more engineers?”” You see that is what 
happened in 12 months. A year ago, in the spring of 1950, before the 
Korean matter broke, to get employment if you were not in the upper 
third of your class of the engineers was almost impossible. Of course 
when the thing broke open and everything went loose it was another 
matter. I think we need technically trained men, but at the present 
time firms will hire a young engineer to do a job most anybody can 
do because he has a future, they think. He reads gages and does 
things that most any body could do. 

One of the problems that industry is up against is to lay on the line 
that thev need a boy u ae he has had at least 3 years’ experience after 
he padested from college. A vice president of one of the largest cor- 
porations in this ne told me he could not in honesty put down 
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that the man was doing anything. I can take you to aircraft factories 
now where the boys who went in last year are still going through the 
process of drafting one thing this month, something else the next. 
They are still what? Training. 

Senator Benron. Is there still a problem, as a supplement to 
Senator Schoeppel’s suggestion, not at the engineering level, but at 
the apprentice level? Senator Flanders, the night before last at dinner, 
was telling me about his 6 vears as an apprentice as a young man from 
the age of 17 to 23, and it took him 6 years to get his apprentice train- 

‘for the machine-shop work. 

General Hersney. In that day, the supply was pretty good. The 
apprenticeship 

Senator Benron. He started at 2's cents an hour, and when he 
finished, he graduated to 20 cents an hour. 

General Hersury. They did not need people at that time, and they 
made them serve apprenticeships. ‘There is an absolute minimum of 

pprenticeships, just as with a scientist, doctor, or anybody else. 
becom 5 longer 
because the folks who are qualified journeymen are protecting their 

rhts by seeing that not too m: wy get into the { eld. | Sav it in all 
fri ndship, and wait until the peop le who are looking out for the ap- 
prentice get as well organized as education has, and then we are going 
to be confronted with the same thing on the apprentice that we have 
been going through the last 3 or 4 months on the colleges. Make no 
mistake on that one. 

Senator Benton. Yes; | think that is a penetrating observation, 
as a trustee of a college and a university myself, I sympathize with 
your comments. 

Senator ScHOEPPEL. I think it has been most enlightening in touch- 
Ing some of these pots that some of us are being confronted with 
by educators who are turning them out, businessmen who grab them 
up from the standpomt of the engineering and scientific background, 
and they pose it as a problem. 

General Hrersury. | extended a postponement when the boys 
graduated at the end of the winter quarter, under a considerable 
criticism from even parts of Congress, which is perfectly all right 
with me—lI extended the postponement for 30 days to try to give the 
fellow who graduated a chance to get placed 

Of course I have had educators unfortunately say to me, “Why 

don’t you draft entirely among graduates?’”? You can see what that 
says, can you not? If we are going to defer them to gain some 
capacity, if we are going to train these people for something, we 
ought to have good enough sense to use them for it once we get them 
trained and use enough courage to defer them to do it, if we need 
them. 

Senator Benton. Well, | have oe this extremely iluminating, 
General Hershe »y. What rewards may come to you, you are in a 
difficult problem as shown from your lana this morning, it is 
difficult for me to say, but you have at least educated me and inducted 
me into problems, the complexity of which I recognize, but did not 
understand as well as | think you have opened the door of understand- 
ing tome. Iam very grateful to you for coming up. 


* heaven the hee d bee ymes less, the period of t re ning 
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Do you have any further questions, Senator Schoeppel? 

Senator ScHOEPPEL. I want to thank you, General. 

Senator Benton. I must say you are a most articulate general. 

General Hersury. Well, are not they all? I appreciate, and I 
do want you to know that we are only as far away as the telephone. 

Senator Benton. Well, that is a very nice suggestion, and I trust 
I will not have to avail myself of it. 

General Hersury. Well, we are administering, and we administer 
your will, and in order for you to have a will, it should be an informed 
one, and if there is anything we can offer, that is our business. 

Senator ScHorpret. I appreciate that, because I will tell you 
frankly some of these queries that come in, inspired by the finest 
motives, are going to stump me, and you are going to find me calling 
you or some of your assistants down there and asking what is the 
score. 

General Hersury. You may not get the answer, but we will try 
to give it to you. 

Senator Benron. I see you are well trained. I will change that 
previous comment, and avail myself of your suggestion on the tele- 
phone. We are very grateful to you, General Hershey. Thank 
you so much. 

Mr. Goodwin, Executive Director of the Office of Defense Man- 
power. 


STATEMENT OF ROBERT C. GOODWIN, EXECUTIVE DIRECTOR, 
OFFICE OF DEFENSE MANPOWER, DEPARTMENT OF LABOR 


Mr. Goopwin. The Secretary was very sorry he could not be here. 
He is out of town, and he asked me if I would present the statement 
for the Department and then answer any questions you might have. 

Senator Benton. Now, we have one other witness later this morn- 
ing, and I wonder if you could summarize the statement. Let Senator 
Schoeppel and me keep it here. Do you want to run through it and 
see if you can summarize it for us, reading such sections as you think 
are most appropriate? We will insert the entire statement in the 
record. I shall at least read it in detail subsequently, and if that 
procedure seems satisfactory to you, could we act upon it? 

Mr. Goopwin. Well, perhaps, Senator, you would like to merely 
insert this in the record, and ask such questions now as might be on 
your mind? 

Senator Benton. Did you hear General Hershey’s testimony? 

— Goopwin. Part of it. I missed perhaps the first half-hour, 

20 minutes. I did hear his discussion with you. 

‘If he had a prepared statement, I did not hear any of that. I 
heard the discussion. 

Senator Benron. Go ahead and read your statement, but if there 
are any sections that can be omitted, you might do that. I think 
we need your statement to make the point of our questions intelligent. 

Mr. Goopwin. Mr. Chairman and members of the subcommittee, 


I wish to thank you for this opportunity to present to you some of 


the important manpower problems which are involved in this country’s 
industrial mobilization program, and the plans which have been made 
to integrate the manpower requirements of defense production with 
military manpower requirements. 
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The announced goal of our present defense effort is partial mobili- 
zation, not total mobilization. It is against this background of 
partial mobilization that our manpower program is being developed. 
We all know that manpower is one of our major resources ‘and, accord- 
ingly, has a vital role in our defense program; that the size, capacity, 
and skill of our working population constitute our greatest strength 
in the period which lies ahead; and that as a resource, manpower 
differs significantly from all other economic factors, because it involves 
a human element. 

Before turning to a discussion of specific manpower problems and 
programs, I should like to review briefly with you the present and 
prospective manpower situation, 

Although the Department’s estimates indicate that, on an over-all 
national basis, our manpower supply, if effectively utilized, will be 
adequate to meet the needs of the defense program this coming year, 
labor supply is already short in a number of major industrial areas, 
as well as in certain critical occupations. Occupational shortages oc 
curring are found particularly in some of the professions, such as 
engineers and in some of the skilled metalworking occupations. 

Despite these shortages, defense production is not being held back. 
Actually, during the next few months we may see a few minor and 
spotty increases in unemployment in some areas as a result of restric- 
tions on the use of stragetic materials for civilian production. The 
duration of such unemployment will depend upon how fast e xpanding 
defense industry reaches the mass hiring stage. One other important 
indication that the labor market has not yet become seriously tight is 
that employers have not substantially modified their hiring specifica- 
tions. 

Today, however, we are only on the threshold of a defense economy, 
and it is only now that defense appropriations and authorizations are 
being converted into demands for materials and manpower. 

In that connection, gentlemen, the Department of Defense has re- 
cently issued some figures which are very revealing. In the period 
from July to November, the average amount of money involved in the 
defense contracts per month was $1,800,000 000. Kor the month of 
December, that went up to $2,800,000,000, and for January of this 
year, it shot up to $4,400,000,000. 

Senator Benton. Is this money actually paid to manufacturers? 

Mr. Goopwin. No; those are commitments, contracts let. 

Senator Benron. How much of a lag is there between the letting 
of the contract and the impact on the economy? 

Mr. Goopwin. Well, it depends on the kind of material that is in- 
volved, and how much preparation there has been by way of plans, 
and even retooling, and so on. It is fairly close on most of this, I 
would say, a few months. 

Senator Benron. Six months, maybe? 

\ir. Goopwin. No; it will be less than that on this, in terms of 
well, perhaps 4 to 6 months, I would say. 

Senator Benron. There are a lot of small-business men coming in 
here saying they are seeking defense contracts and expect to get de- 
fense contracts, going after defense contracts, trying to convert their 
businesses, and so on, and they cannot be successful until these con- 
tracts are let out to the prime contractors. 
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Mr. Goopwin. Yes, because most of it that the small-business man 
get is through the subcontract, of course. 

Senator ScHEoppe.. Is it not true that the amount of money, say 
$4,000,000,000 that came in in December and during the month of 
November, accelerated over the previous month about a billion and 
some, went into about six to nine big business concerns? 

Mr. Goopwin. I do not have the figures on that, but I am sure that 
most of it did. 

Now, out of this $4,400,009,000, there was about three-fourths of 
it thai was involved in so-called hard goods. Now, that means, by 
and large, your large producer. That stuff goes to your large pro- 
ducer, and your small-business man gets into that primarily through 
the subcontract. 

Senator SCHOEPPEL. As Senator Benton, I am sure, was leading up 
to here, pointing out and spotlighting, what is going to be the lag 
there? During thai period of time, in the lag, those small businesses 
are going to be lingering on the vine. Then along comes General 
Hershey and pulls those fellows out. 

Senator Benron. They are not doing essential work because they 
have not yet got the contract from Prait & Whitney. There is that 
guy sitting there for 6 months, and away he goes, and his business 
folds up during that interval. 

Mr. Goopwin. You mean they are already hit? 

Senator Benron. That is true. We had a remarkable group of 
young men in the plastic business who claimed they were all going 
out of business because they could not get a particular chemical, 1 
was all going to the big rubber companies. I forget the name of the 
chemical. It was all going into tires, which were going on to the new 
automobiles, and they were all being put out of business making 
plastics. They had this machinery, a lot of initiative, skill, talent, 
and of course were crazy to get defense contracts, claiming that they 
would then immediately be exempt, I suppose, from the threat of 
General Hershey, doing essential work, keeping those machines busy, 
and their businesses alive. 

Senator Schoeppel has put his finger on the dilemma facing this 
committee, and the Congress, in part. In part the dilemma is the 
small businesses that have had the enterprise to get going, in which 
the capital of the family or the community or the man ts invested, 
faced with the danger of being shut up because of the lag here before 
they could’ get into defense production, as many of them expect to do, 
and we asked General Hershey about that, and of course he said, 
“How am I going to exempt a man on his expectations,” which is a 
pretty good answer, and yet it is the dilemma, it is the problem. 

Mr. Goopwiy. I shouldn’t think, though, that selective service 
would represent much of a problem there now. 

Senator Brenton. It is more in the Defense Department on the 
Reserves. 

Mr. Goopwin. The Reserves and National Guard men, because 
the age limits that are involved in selective service. Incidentally, we 
are very much in favor of the approach that General Hershey has 
taken on that particular part of the deferment problem, because it 
simplifies the industrial problem if you limit the ages to the younger 
groups, and then if you have to expand, go up perhaps 1 year at a 


time. 
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Senator Benton. Well, the dilemma would be—I think Mr. Hender- 
son just told me there are 300,000 that have been pulled in through 
the National Guard and the Reserves. Does that sound about right, 
SO far? 

Mr. Goonwin. I think that is right; yes. 

Senator Benton. If out of this 300,000 there are, let us assume, 
50.000 or 25.000 of the kinds of men that we are talking about here. 
who have had the vitality and enterprise to be running their own 
smaller businesses, and those men were exempted and removed from 
the Reserve lists, it would then, if I properly interpreted General 
Hershey’s testimony, be incumbent upon him to produce that many 
extra men out of the 18-to-26-year-old group. 

Mr. Goopwin. Well, I will comment on this problem later—I deal 
with this problem of the reservists and National Guard men and some 
of the things that have been done with them a little later in my 
testimony 

Senator Benton. Go ahead 

Mir. Goopwin. Increases in defense employment from now on will 
be at an accelerated rate We can therefore « xpect gradually increas- 
ing manpower shortages in the coming year as defense production 
swings into high gear. 


It is evident that our major manpower problems will not develop 


for another 6 to 12 months. The bulk of defense contracts already 
let are still in the engineering stages involving such occupations as 
scientists, engineers, and draftsmen. As the production stage is 


approached, the next stringencies will involve those engaged in the 
retooling or conversion phases, tool- and die-makers, and other skilled 
craftsmen. Finally, as the production lines actually start into 
operation, the semiskilled and laboring classif 


recruited in CcTeal num be rs. 


ications will have to b 


Those anticipated developments indicate the need for constant 
appraisal and reappraisal of the labor market sit 


nationally but i) each local labor market area of thi country TI e 


lation not only 


need for adequate labor market information and the frequency with 
which it must be collected and disseminated increases substantially 
in time of national defense because of cut-backs in civilian production 
and the tremendous and rapid increase in new Government contracts 
Therefore, the Labor Department is beth strengthening and 
broadening the labor market information it makes available. Fre- 
quent and broad analyses of local conditions are prepared and dis 
tributed by local employment offices. 

Classification of mndustrial areas according to the stringency of 
their labor supply is one of the important labor market information 
activities of the Department of Labor. In the most recent month 
for which data are available, 56 of the 152 major industrial areas of 
the country were classified by the De partment of Labor as areas of 
tight or balanced labor supply—namely, those with fewer than 
3 percent of the labor force unemployed. An additional 64 areas 
had only moderate labor surpluses—namely, 3 to 5 percent unem 
ploved 

Senator Benton. Do you weight them by the quality of labor from 
the standpoint of defense, as well as by the quantity? 

Mr. Goopwin. Not in this particular evaluation, Senator. We do 
get figures on the occupations that are short by area 
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Senator Benton. Let us take Bridgeport, which is the most highly 
industrialized city in the country, per capita, and contrast it to 
Atlantic City. Now, it is just a presumption that at Bridgeport 
first there are a great many smaller independent manufacturing 
firms in which Senator Schoeppel and I are interested, and, sec ondly, 
there is a very high percentage of essential production. Now, how 
would you grade Atlantic City? 

Mr. Goopwin. I see what you mean. I misunderstood your 
question. Yes; we do give that kind of evaluation in this information 
that comes in. In other words, we just do not say there are so many 
unemployed, or this is an area 

Senator Benron. Just for my own curiosity, do you happen to know 
whether the draft board takes exactly the same from Bridgeport and 
Atlantic City, in ratio to population? 

Mr. Goopwin. My understanding is that it is on a population basis. 

Senator Benron. It is wholly on a population basis? 

Mr. Goopwin. Yes. 

Senator Benton. I do not want to reflect against Atlantic City, but 
it is quite a different kind of city from Bridgeport. 

Mr. Goopwin. It is necessary for us to recognize, Senator, we would 
get a different kind of worker out of Atlantic City than we would out 
of Bridgeport. 

In the field of national labor market information, the Department’s 
Bureau of Labor Statistics has expanded and adapted its monthly 
employment statistics reporting program to provide current data on 
employment, turn-over, hours of work, labor requirements, and other 
related manpower data. Detailed studies are being made of labor 
requirements and resources in terms of occupations, together with 
research directed toward problems of occupational mobility and 
transferability of skills. 

Although manpower problems develop on a local community basis 
and must ultimately be solved by effective local action, it is necessary 
that there be general policy guidance directed toward identical man- 
power objectives throughout the Nation. It is important to make 
maximum use of community operating experience in the development 
of over-all program measures and to provide through community 
organization an effective mechanism for carrying out our plans and 
programs. As a step toward accomplishing this, the Department 
undertook discussions with a small group of regional and State 
administrators and technical staff on major operating problems and 
subsequently undertook staff work to redirect program activities to 
serve defense manpower needs. This was done immediately after 
Korea. <A series of steps were outlined which State employment 
services were urged to carry through to assure that our house would be 
in order when the accelerated manpower requirements of industry 
would place increased demands upon our services. Expanded in- 
structions in manual form were made available to field offices on 
December 7, 1950. 

These mate rials provided preferential service to employers engaged 
in defense or defense-connected activities; for necessary modifications 
in our employer relations programs to assure adequate service to these 
plants and to provide local employment oflices with comprehensive 
information concerning their anticipated manpower requirements in 
these plants; for intensified recruitment activities directed to those 





s 
r 
c 
I 
t 
1 





INDUSTRIAL MANPOWER 67 


segments of the labor force which constitute our major manpower 
reserves—women, youth, minority groups, and the physically handi- 
capped—for the expansion and refinement of statistical reporting 
programs in order to develop better Nation-wide manpower data and 
to provide guides for further program development; for expansion and 
intensification of certain technical services—counseling, testing, and 
occupational analysis—as they apply to the achievement of our man- 
power objectives; and for a series of administrative actions designed 
to assure effective operating machinery for carrying out all program 
plans. 

While local employment offices were expanding their local recruit- 
ment activities, and while increasing numbers of defense manpower 
needs were being handled through our interarea clearance activity 
program, the departmental staff worked cooperatively on a number of 
operating agreements or arrangements with the Army, the Navy, the 
Air Force, the Munitions Board, the Civil Service Commission, the 
Railroad Retirement Board, the Maritime Commission and the 
Federal Security Agency, in order to facilitate local recruitment 
utilization and training activities. These agreements provide for 
such modification of previous operating measures or methods as would 
best guarantee the fullest utilization of our available work force. 

The best experience gained during World War II and experience 
gained since in cooperative efforts between Federal Government and 
private business toward the maximum utilization of civilian manpower 
has become a part of an expanded program in the Department of Labor. 
The major objective of this program is to obtain the most productive 
use of the total available manpower through the application and use of 
Employment Service techniques and facilities. Basically, the actions 
required to achieve this objective fall into two broad categories: 
(a) Positive action to assist defense-connected employers with their 
staffing and conversion problems, and (6) remedial action to assist 
defense-connected employers in the correction of factors contributing 
to wasteful or inadequate use of manpower. Emphasis is given to 
early recognition of impending problems in the employer’s estab- 
lishment. 

Roughly, the program is designed to achieve the following objectives: 

(a) ‘To make the maximum use of the skills of manpower already 
re 

To keep manpower working full time and at peak productivity; 
To retain the present working force by minimizing those factors 
which contribute to turn-over; 

(7d) To hire the minimum number of workers at minimum skill 
levels commensurate with production requirements; 

To establish effective assignment, induction, and training 
aa zrams for newly employed workers; 
To provide for the utilization of part-time workers. 

The function of the Employment Service representative is to en- 
deavor to identify the problem and suggest methods of solution 
whereby the employer can help himself by applying the Employment 
Service technique designated as applicable. Further, the Employ- 
ment Service representative will ascertain if the services of other 
agencies are required and assist the employer in arranging for such 
services in connection with problems of in-plant training, employee 
welfs are, acciden t prevent ion, and community facilities. 
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In considering training to meet defense requirements, there are two 
types of training needed to meet such requirements. One is a program 
of training of relatively short-term duration, consisting of introductory 
training on the job for young people entering the labor force, training 
occasioned by substantial shifts of workers from nondefense to defense 
industries, and training necessitated by technological changes and 
growing complexity of equipment; and the other, a program of long- 
term training needed to assure the country’s resources of skills and 
knowledges in scientific, technical, and professional pursuits in order 
that this Nation may not only maintain but increase its technical and 
scientific superiority. 

We may expect considerable expansion on defense work in small 
business plants. Such plants are not usually equipped to do the 
necessary training for expansion or conve rsion, so that assistance to 
these plants will be necessary. 

In these efforts, the Federal Government must work with education- 
al institutions, management, and labor in accelerating and expanding 
existing training programs, The Department of Labor is currently 
outlining a program of defense training in cooperation with the Office 
of _ dueation which will embody the following principles in part: 

The Federal Government should assist manpower users in dis- 
“a arging their initial responsibility for short-term training. Such 
assistance should include the use of out-plant educational personnel 
and facilities as well as assisting the manpower user in improving his 
own training program and facilities; 

2. All defense training provided or aided through Federal funds 
should be in response to identified, tangible needs of national security, 
and assistance should be provided in accordance with priority needs; 

The Federal Government should give first priority in assisting 
in the development of training programs for executives, supervisors, 
foremen, and job instructors in the techniques of training workers, 
and for the training of essential skilled workers, technicians, and pro- 
fessional and scientific personnel; 

4. Defense training programs should be available to all qualified 
worke rs regardless of race, creed, color, or sex; 

Thro igh close coopers ation with local educational agencies and 
vocational counse ‘ling services in secondary schools, every possible 
effort should be made to minimize the time lost between leaving 
school and participation in defense activities; 

6. In developing and facilitating national defense training, the 
Federal Government should utilize and coordinate the services of 
existing Federal agencies and affiliated State agencies. 

The Department of Labor, working with other agencies, is giving 
full attention to the need for a continued supply of scientists and 
other professional persons who require long-term training. It is 
proposed to attack the program of training for skilled occupations 
through an intensified effort to build up local apprenticeship machin- 
ery in activities where skilled workers are employed through the 
cooperative efforts of management and labor. Employers will be 
encouraged to maintain apprentice employment during the first 2 or 
3 years of the defense program, through selection of persons below 
and above draft age and the training of those not physically qualified 
for military service. It is important to note that apprentices are 
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included in those occupations which have been determined to be 
eritical by the Department of Labor. 

Executive Order No. 10161 of September 9, 1950, requires the 
Secretary of Labor to consult with and advise the Departments of 
Interior, Agriculture, and Commerce and the Interstate Commerce 
Commission, and each official exercising guaranty or loan functions 
under the Defense Production Act concerning (1) the effect of con- 
templated actions on labor supply and utilization, (2) the relation of 
labor supply to materials and facilities requirements, (3) such other 
matters as will assist in making the exercise of priorities and allocations 
functions consistent with effective utilization and distribution of labor. 

In keeping with the provisions of this Executive order, the depart- 
ments and agencies of Government concerned have agreed on the 
policy that available labor supply, and particularly surplus labor 
wherever it exists, should be utilized to the fullest extent possible 
before additional employment requirements are created in areas of 
labor stringency or labor shortage. The adoption of this policy will 
avoid the creation of areas of extreme labor shortage and community 
congestion, while at the same time there exist localities of relatively 
heavy unemployment and economic depression, by utilizing, as far as 
possible, all of the workers in a local area. It will also avoid the 
necessity of developing additional housing, transportation, and other 
necessary community facilities. 

This means that Federal activities with respect to procurement of 
goods and services; the scheduling of production and employment in 
Government owned or controlled establishments; the building of new 
facilities and the reactivation or expansion of existing ones; the loca- 
tion of camps, cantonments, and supply depots; the exercise of allo- 
cation authority over materials or facilities; the approval of loans, 
loan guaranties, and tax-amortization certificates for defense plants; 
and related programs will take full account of the adequacy and 
utilization of labor supply in the specific localities and the impact of 
each such activity on the local manpower situation. 

In addition, these agencies of Government will request and urge 
those private employing establishments and individuals with which 
they work to implement this policy as far as possible in the placement 
of subcontracts, in the ordering of materials, and in the securing of 
services, and particularly in the utilization of local labor supplies to 
the utmost before resorting to use of out-of-area recruitment or ad- 
vertising for workers. 

The Department of Labor is developing and maintaining basic 
data on manpower requirements and resources for all of the more- 
important industrial areas in the country and will periodically pro- 
vide all agencies concerned with summaries of current and anticipated 
labor-market conditions in the individual areas. The employment 
offices will also provide prime contractors with the area classification 
list which deseribes the relative manpower stringencies in the various 
areas, and with such additional information about local labor-market 
conditions as the contractors may need. The Department is revising 
its labor market reporting system to double the 150 labor-market 
areas now reported on. 

Defense-manpower needs often present apparently conflicting 
requirements. On the one hand, there is need to effect some mobility 
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in the labor force in order that workers may transfer from less-essential 
activities into defense-connected work. Such transfers frequently 
pose problems related to the preservation of reemployment rights of 
transferred workers and the guaranty that pension retirement and 
other employment benefits will not be lost as the result of such transfer. 
The Department of Labor has undertaken intensive study of this 
problem. 

On the other hand, wholesale interarea migration and—within a 
community—random job-jumping, frequently work to the detriment 
of our manpower objectives, so that, except for the desirable transfers 
discussed above, it is in the national interest for most workers to stay 
on their present jobs unless their skills are being actively sought for 
work more directly related to the defense effort. The Department is 
currently reexamining the employment-stabilization measures under- 
taken through area management-labor committees during World War 
II in order to evaluate the effectiveness of those measures and to 
determine how, through modification or adaptation, they could best 
be applied if future manpower stringencies should make them neces- 
sary. 

The program- planning measures outlined above have been con- 
ceived entirely within the framework of a voluntary system. It has 
been, and is, the position of the Department of Labor that the highest 
production goals are achieved through the initiative, enterprise, and 
vigor of a free labor force. 

Shortly after the outbreak of the Korean emergency, the Depart- 
ment of Labor, the Department of Defense, and the National Security 
Resources Board collaborated in the development of recomme ndations 
for an over-all national manpower mobilization policy. Subsequently, 
these planning discussions were broadened to include the National 
Security Council, the Secretary of the Treasury, and the Director of 
the Office of Defense Mobilization. Upon the unanimous recommen- 
dation of these officials, the President signed, on January 17, a na- 
tional manpower mobilization policy statement which provides for the 
maximum development and use of our human resources through a 
series of principles and measures consistent with our democratic 
system. The basic policies enunciated are that the manpower re- 
quirements of defense production, agriculture, civilian defense, and 
other essential purposes will be taken into account in determining 
the size of the Armed Forces and that persons possessing critical skills 
will be distributed among military and civilian activities in a manner 
which will contribute most to the mobilization program. The Presi- 
dent has instructed that this policy shall be adhered to by all depart- 
ments and agencies with respect to programs under their control. 

I turn now to a discussion of the relation of civilian manpower 
requirements, which include, of course, defense production, to military 
manpower botinanalanté: To strike a proper balance between the 
manpower requirements of these two elements of our economy is of 
the most critical importance. We all know that modern armies cannot 
function without manpower which possesses certain highly specialized 
skills. 

There are, therefore, certain occupational skills which are critical 
to the maintenance of defense production and essential civilian activi- 
ties. The men who possess these critical skills are limited in number. 
As I have stated, at the present moment, shortages of skilled workers 
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are reported from a number of major industrial areas. Past expe- 
rience indicates that, as the defense effort expands, the labor market 
becomes increasingly tight, the list of critical occupations tends to 
grow, and the seriousness of the shortage of labor within each critical 
occupation tends to increase. 

Consequently the policies which we adopt now should be those 
which not onkj will meet our needs now but also will suffice when the 
expande «1 defense effort makes itself felt or if it becomes necessary to 
mobilize on a greater scale. We must avoid creating a situation 
where both the military forces and the productive economy are 
dependent upon the same individuals. If the military forces, defense 
industries, and essential activities are to operate er withir 
the limits of the available manpower pool, we must build a system 
which recognizes the relative manpower needs of each claimant group 
We must insure that, at the height of the expanded defense program, 
Industry will not find itself depleted of essential workers because of 
military induction, on the one hand, nor the military find itself unabl 
to utilize the reserves it has trained because they are needed in 
industry. 


1 


To facilitate proper allo¢ation of manpower, the Department of 
Labor, shortly after the beginning of the Korean conflict and prior 
to the issuance of Executive Order 10161, developed and released a 
list of critical occupations. At the same time a list of essential activi- 
ties was iad loped by the Department of Commerce. Revisions in 
these lists of the two Departments are made through a joint inter- 
departmental committee whenever required by significant changes in 
labor-mark ‘t conditions 

Kven within the age limits of the present selective-service law there 

itical for civilian and military 
pre tla We have estimated that about 2 percent of the young 
men in the age group 19 through 25 are currently engaged in these 
critical occupations. Most of them are in the older ages within the 
19-through-25 age span. Very few of those with critical skills are a 
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are some in iduals whe »> DOSSeSS skills Cl 


young as 19, although at this age and above we find apprentices in 
critical crafts as well as college students preparing to enter critical 
technical and professional] fields. It is essential, therefore, that ade- 
quate measures be taken to assure either the deferment of those men 
who possess these critical skills or the postponement of their induction 
until others can be trained to re place it As I have indicated, thi 
number would never be so large as to seriously affect the draft 

Present practice is to defer a man with a critical skill only if he is 
engaged in an essential activ 1b\ However, in view of the fact that we 
might suddenly be faced with the necessity of all-out mobilization 
when every critical skill would be invaluable, we should not waste 
critical skills now. 

Closely allied to the problem of allocation of eritical manpower 
skills between the military and civilian programs at the time of indue- 
tion is the problem raised by the recall of reservists and National 
Guard men. In the summer of 1950, the Department of Labor con- 
ducted a study of 15 plans covering 6 critical are as. The s tudy 
determined the percentage of administrative and skilled personnel in 
key plants who, as members of the military reserves or the Natoma 
Guard, are subject to reeall by the Armed Forces. The findings 


demostrated clearly the paralyzing effects which blanket recall of 
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reservists would have on critical war industry, especially with respect 
t> supervisory and scientific personnel. This problem would become 
particularly acute if any system approaching universal military train 
ing or service were adopted since, under such a system, a significant 
segment of the male labor force would ultimately be in a reserve 
military status. 

Under the responsibility assigned the Secretary of Labor in Execu- 
tive Order 10161 to formulate policies governing the induction and 
deferment of military personnel, he has submitted to General Marshall 
and General Hershey a number of specific recommendations which 
provide 

(a) That Selective Service use the list of critical occupations as 
a guide in making occupational deferments; 

(6) That the Armed Forces use the list of critical occupations 
as a ouide i in making deferments of the Reserves; 

(c) That voluntary enlistments be channeled through a single 
agency in order to insure deferment of men with critical skills. 

This list of critical occupations has been distributed to local Selec- 
tive Service boards and is currently being used by the Department of 
Defense in the calling up of reservists. 

Senator Benton. Have those been accepted? 

Mr. Goopwin. The first two have. The last one is tied up with a 
larger problem of the Reserves, and has not vet been acted upon. 
The militarv—the officials of the Department of Defense are working 
on that problem, as vou undoubtedly know. 

In closing I should like to state that the whole problem of the utili- 
zation of our critical skills and their proper silos ation between the 
civilian and military requirement is one of considerable complexity 
requiring continuing study and work toward its solution. 

I have not intended to present an oversimplification of such a solu- 
tion; the use of the list of critical occupations provides only one step 
toward this goal. The Department of Labor, working with the De- 
partment of Defense and the Selective Service System, will continue 
to engage in efforts to meet the problem. 

Senator Benton. This blanket calling up of Reserves, which as vou 
say has a paralyzing effect, would be particularly serious in a State 
like Connecticut, where a National Guard regiment would take 4,000 
or 5.000 men out of the State, regardless of what the ‘Vv are doin: 

Mr. Goopwin. Yes; that is right. 

Senator Benton. It hits with a paralyzing effect. I think your 
verb is rood. 

Mr. Goopwin. The Department of Defense recognizes that, and 
they are using the list of critical occupations 

Senator Benton. Has anybody ever discussed the skill of running 
a small enterprise as a special skill that is not too common in our 
country? 

Mr. Goopwin. Well, I do not know as anyone has ever successfully 
defined what goes into it, Mr. Chairman. 

Senator Benton. I will make it more specific, a small manu- 


facturing company. I am not going to talk about a hot-dog stand, a 
restaurant, or a drug store. ; frankly think that this problem that 
our committee is interested in, though our name is Small Business, I 


think the problem to an appre ciable extent would be with the farms 
and the small manufacturing companies. I have not thought about 
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that before. Senator Schoeppel and I would want to examine it more 
carefully, but I will state offhand it seems to be more the farms and 
manufacturing companies than it is the distributing companies or 
the service companies. 

Now any fellow who is running a small manufacturing company 
today has got a special skill, and here is your dilemma, as I said to 
General Hershey. He is now making cigarette tr: ays. You are never 
roing to classify that as essential, or critical, but he has the talent, the 
skill, the little plant. Just as soon as Pratt & Whitney gets its part 
of that $4,000,000,000 contracts in January, next July, or next 
December, the small-business man is standing there with his hat in 
his hand trying to draw up specifications to get a contract to convert 
his plant into making something that goes into an airplane. Then 
all at once you say he is critical, he is now essential. Now I think that 
the mail that comes to me would indicate that that particular problem 
has not been adequately considered by the executive departments 
| wonder if that is a fair charge for me to make, talking prince cals 
about the National Guard and the Reserves. 

Mr. Goopwin. Well, I am not sure that I know. I have done this. 
Senator. I have been around the country considerably in the last 
6 or 8 months. I have talked with a lot of businessmen about their 
problems, including some of the small-business men. 

Senator Benron. | just wish you would take the case story of Mr 
Green, of Bristol, Tenn., who testified yesterday, and read it. He has 
got seven men working ‘for him. He has got all his money in it, 


! his 


cousin’s money, his uncle’s money, all his friends’ money, and he is 
in debt to the banks, and he is looking for defense contracts: and 1] 
think he said he had one little one. Of course he has not earned any 
money yet, and I made the comment that a good new business should 
not earn any money for the first several years, if it is run properly 
A smart young businessman will not let himself earn any money for 
the first few years, because he is developing his business, and it will 
not pay him any money, either. He will live on nothing, and he will 
earn nothing. 

So here this young man, 32 vears old, Signal Corps Reserve officer, 
running this manufacturing plant with seven employees, goes out o 
business, his equipment is worth nothing, his investment is gone, his 
skill is gone, his seven men are gone. He is being called up sometime 
in April, and he is just sure that if it were only next December that he 
\ fe be full fledged as a war producer. I think it is easy to see 
in a case story of that kind and that is all in the record of vesterday 
We have thousands like that in Connecticut, and every industrialized 
State, and it is far more important than merely the investment of time 
and money in the business, because, as Mr. Wilson testified—Mr 
Charles Wilson—before our committee, one of our greatest national 
resources is the asset value, which is not on the books and does not 
show in the balance sheet, of these going businesses, and we are in 
danger of repeating here what happened in the first years of the last 
war when these businesses were sort of ruthlessly and arbitrarily 
by the tens of thousands wiped out. I have not the answer on what 
to do about it, but it seems to me that the Defense Department and 
General Hershey and the Labor Department, if they see the problem 
more clearly, can perhaps figure out what to do with it, or help us 
firure out what to do about it. 
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Mr. Goopwin. We have been very much concerned about the 
problem from two or three angles, and we have done a few things. 
One is promoting a policy of getting the defense contracts in the areas 
where the labor is. In other words, where there is une mployment, and 
also idle facilities, and that would include some of these people that 
you are talking about, the small-business concerns. 

Senator Benron. The problem is made more acute, as IT commented 
to General Hershey, in those lines of business where they cannot get 
the materials, even to make what they have been making. 

Well, there, of course, you have the problem of the lag between the 
cutting of the materials for civilian production and getting the con- 
tract in 

Now that is a problem that is primarily with the Department of 
Defense. We have been concerned with it because of the unemploy- 
ment that is created. 

Even if the young man got his deferment in the plastic business, 
which I referred to earlier, because Senator Schoeppel and [ were both 
at those hearings, we had all these young men, a remarkable lot of young 
men. I never saw such an interprising group of young men. I sup- 
pose they all looked good because it is a new industry and attracted 


yor 
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enterp! ising’ and talentec l-Jookins xy young men. One of them w as so 
remarkable I got out and followed him out of the room and offered 


him a job, and have been trying to hire him ever since, and he is_ so 
nterprising he won’t work for me. 

Now these young men can’t get that chemical—did you hear this 
discussion? 

Mr. Goopwin. No. 

Senator Benron. They can’t get the chemical because it is all going 
to the rubber companies. The rubber people are putting it in tires for 
people to wear out driving around on Sunday, so here they will all 
be put out of business; they are all convinced they will get defense 
contracts, and I am convinced they will, too, just looking at them, so 
even if they weren't being pulled into the armed services, they are 
going to be put out of business for this other reason, and you have this 
lag in here, and the problern is what can be done about this lag? 

| know in the case of those young plastic manufacturers—l think 
that they are a better risk to loans until they get through and get 
their defense contracts, than a whole lot of these loans L am reading 
about in the papers that the RFC has been making to Miami hotels, 
and so on. 

Have you questions, Senator Schoeppel? 

Senator ScHorpret. No; | am going to reread the statement. 

Senator Benron. This is a very interesting statement, and we are 
very grate ful to you for it. 

Would you read the testimony of yesterday, and the letters we 
are putting in the record today, Senator Schoeppel and I, and maybe 
Senator Long will have some letters, too, as case stories of the prob- 
lem as we see it here on the Hill, and write me a letter which we can 
put in the record, giving your further views ou what you think ought 


to be done about it. It is first a problem of materials, of course. 
In the second place it is a question of financing these fellows when 
they are likely to be put out of business. And, thirdly, it is a problem 


of these businesses being closed up because these fellows are bei ing 
pulled into the armed services. 
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We are very grateful to you, Mr. Goodwin. 
Mr. Goopwin. Thank you. 
Senator Benton. Is Mr. Gibson here? 


STATEMENT OF EDWIN T. GIBSON, DEPUTY ADMINISTRATOR TO 
GENERAL HARRISON, DEPARTMENT OF COMMERCE, WASH- 
INGTON, D. C. 


Senator Benton. Have you heard the testimony given this morn- 
ing? 

Mr. Grrson. I didn’t hear General Hershey’s complete statement, 
[ heard Mr. Goodwin’s. I heard the questioning of General Hershey. 

Senator Benton. Well, even the questions, L think, help to pose 
the problem for you. We are, of course, a subcommittee of the Small 
Business Committee, and our primary interest is therefore in smaller 
independent businesses. 

Would you agree it is primarily manufacturing businesses? 

Mr. Grsson. I would say so; yes. 

Senator Benron. Well, 1 must add Senator Schoeppel’s farms as a 
type of family business that is involved here also, though I don’t 
think our committee is primarily devoted to the farm problem, as 
such. 

Mr. Ginson. How did you wish to proceed, Senator? 

I have a statement here which | either can turn over to you, or I 
can read—it will take about 10 minutes to go through it—and then 
be subject to questioning. 

Senator Benton. We don’t have a vote until 1:30, and if it takes 
only 10 minutes, I would like to have you read it. It will guide us 
on our questions. 

We are very happy that vou have come up, Mr. Gibson. You have 
taken one of the toughest, hardest, most difficult jobs in the city, and 
in the world, and my deepest sympathy is with you. My congratu- 
lations to you on your patriotism in coming down here and subjecting 
yourself to the ordeal that you are now entering upon. 

You are sitting right in the hottest crossroads in our economy 


Mir. Grrson. | think vour comment as to tl 


ie toughness of the job 
is very apt, very true, and I have to learn more in 1 week than nor- 
mally | would over a long Pp rl vd. 

Senator Benron. Go ahead with your statement. 

Mr. Grrson. To start with, of course, the Defense Production Ad- 
ministration, to very, very briefly summarize its responsibilities, is to 
see that there are materials, facilities, and that production is carried 
out to meet the defense effort and the essential civilian effort. We do 
that throuch delegating back to the various agen ies Who have the 
responsibility for procurement, and so forth, in the various fields, the 
actual carrying out of any program. 

Now, our job is to receive the programs from them, review and co- 
ordinate these programs, devi lop a total program, fit it into the total 
supply situation, and certify programs back to these agencies’ pro- 
yrrams. 

As part of that, of course, the manpower situation is one of the im- 
portant factors, and my statement deals, therefore, with the problem 


not specifically as to this man, that man, or this place, that place, or 
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the other place, but with our philosophies, and our policies as they are 
being translated back to the various agencies with regard to man- 
power requirements and necessities and use. 

Now, present indications are that we will be in a period of partial 
mobilization for an indefinite length of time, and that it may be neces- 
sary at any time to fully mobilize. It is extremely important, there- 
fore, that the measures we take during this period of partial mobiliza- 
tion be consistent with the most advantageous use of our resources 
should full mobilization become necessary. 

This means that in taking the actions necessary for our defense in a 
period of partial mobilization we should be buil ling up and maintain- 
ing a maximum potential for full mobilization. In the case of man- 
power our objective should be to have a trained manpower force for 
the Armed Forces and the supporting civilian economy that is as large 
and as effective as possible. ‘There are many ways in which we believe 
the DPA can assist those agencies most directly concerned with man- 
power in attaiming this objective. 

The estimated production expenditures on national security pro- 
grams plus the projected size of the Armed Forces will require an in- 
crease during the calendar year 1951 of some 4'5 million in the number 
of persons employed and in the Armed Forces, according to estimates 
prepared by the Bureau of Labor Statistics of the Department of 
Labor, which, as I say, we agree with. 

It is estimated that the normal growth in the labor force, plus vet- 
erans leaving school, plus entry into the labor force of some older per- 
sons, married women, and youth will supply about two million. 

Senator Benron. At what point ag this happen? About a year 
from now? 

Mr. Grsson. About a vear from now; ves, at the end of 1951. That 
is as near as we can figure it. The defense program will have started 
rolling to a degree at that time, and the Armed Forces will have about 
3.5 million men. 

{ decrease in unemployment, increased hours of work in manufac- 
turing, increased productivity, and a small amount of squeeze of em- 
plovment in trade and service will supply the remaining requirements. 

— HOEPPEL. Let me ask, and I should have asked the gentle- 
mal 1 who j ist preceded - you: Do you think we can do all this on a 
+()- ce Ir we eC ok’ 

Mr. Gipson. No, sir. 

Senator Benton. Well, that is a good, frank, unequivocal answer, 
and I am glad to have it. 

Senator ScHorprer. I appreciate that forthrightness, and | 
thoroughly and completely agree with you that we simply can’t do 
it; we cannot meet the defense needs of the military, on that basis. 

We have to take a realistic position in stretching out the workweek 
to get more material, and in spreading the manpower that we are 
going to be short of, and my humble opinion is we ought to gear for 

for at least a minimum of 2 vears. 

Mr. Girson. Well, I would feel that way, sir. 

It is estimated that the normal growth in the labor force, plus 
veterans leaving school, plus entry into the labor force of some older 
persons, married women, and youth will supply about two million. 
A decrease of unemployment, increased hours of work and manufac- 
turing, increased productivity and a small amount of squeeze of em- 
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ployment, trade and service, will supply the remaining requirements. 
think I answer that right there, sir. 

While there will undoubtedly be spot shortages of workers in some 

yecupations and in some geogr: ap yhical areas, no serious labor strin- 
vencies are anticipated during this period. In fact, based on World 
War [| experience, it would be possible Lo increase the labor force 
still further and to curtail nondefense employment further if through 
developments it should become necessary. 

[t is our belief, however, that it should be our objective to meet 
manpower requirements to the greatest extent possible by expanding 
the labor force rather than by curtailing employment on civilian 
activities. This approach not only maintains civilian living standard: 
at a higher level than they otherwise would be, but it also provides 
us with a greater resource potential that can a converted to defense 
or war mobilization should that become necessary 

V e are in the process ot makine a considerable exps sion ot produe- 
tion, productive capacity, and supply of materials. This fact in itself 
will increase to some extent our manpower resources oe we know that 
the most important single factor in expanding the labor supply is 
providing additional employment opportunities. You bring into the 
labor force people who are not considered employables. When there 
is an increase in the number of jobs available. there is an increase in 
the number of persons who work. Careful planning in the geographical 
location of the expansion of production and productive capacity will 
markedly affect our manpower potential for full mobilization. The 
DPA, therefore, has as one of its purposes the assurance that, to the 
extent feasible, manpower supply as compared with manpower requir 
ments is taken into account in d>ciding where to locate such expansion 
of defense programs. The DPA is working with manpower agencies 
and with delegate agencies concerned with procurement and expansion 
of production capacity and supply to accomplish the following: 
a) provision of adequate information on geographical area manpower 
requirements and supply which can be used, along with information on 
security, transportation, power, facilities, and raw-material sources, in 
deciding where to locate the expansion of production capacity and 
supply; (6) developing procedures and staff relationships for insuring 
that manpower considerations are taken into account in expapsion 
programs; (c) providing manpower agencies with information on 
planned expansion; (d) review and recommendation with respect to 
policies, programs, and plans for recruiting, training, allocating, and 
utilizing the manpower needed for accomplishing the expansion 

In this connection it is important also that we plan to make full use 
of our existing resources and facilities. We are working with the 
delegate agencies concerned with procurement and production to 
insure that our policies and programs are designed to make full use 
of the capacity of small as well as I arge business establishments. The 
accomplishment of this objective will require that small-business 
establishments be given careful consideration in the placement of 
contracts and in the allocation of materials and manpower, and that 
civilian production not be restricted more than is essential for meeting 
defense production needs. Also it is our aim to encourage in every 
way possible subcontractirg to small-business enterprises by larger 
establishments having prime contracts. 


81709—51 6 








is INDUSTRIAL MANPOWER 


Senator ScHorerppeLt. Might I break in right there, Mr. Chairman? 

Senator Benton. Yes; at any time. 

Senator ScHorepre.. Right there is a picture that, during this time 
lag, is very, very critical. 

Senator Benton. You put your finger on it, right there. 

Senator ScHOEPPEL. It is almost tragic when you have before you 
representatives of small business who as a lot of them will come in 
and review their business situations as they presently exist, and with 
absolute hopelessness as far as getting critical materials even ir a 
reduced percentage; materials that everyone has been led to believe 
are outside of the pale of the defense requirements. I don’t know, but 
[ am very fearful, Mr. Gibson, that before we can pick up the loose 
ends and get the thing loosened up on the safe percentages that can 
be given logically, fairly, and equitably to civilian production, we are 
going to suffer a terrifie loss in small businesses, and it is getting 
to be bad. 

Mr. Grinson. I know it is. It is a thing that is of tremendous con- 
cern to us. The solution is not clear. Frankly, we feel that the 
emergency requires us to do the defense job and prepare for it. We 
recognize, while under pressure, that we are not in a shooting war, 
that there is no actual shooting going on, that these things there fore 
are not well received, and are very difficult to do. We have got to go, 
we are certain, to a controlled-materials plan, which we think will 
help considerably. 

Senator ScHorpre.. | agree with that, but I understand that is not 
going to be invoked until probably in June, sometime. 

Mr. Girson. That probably will be June. It is a short time off, 
but it is a long time to these people. 

Senator Scuorpret. We have instances after instances of men who 
have employed 75 to 100 people who have already cut loose 50 percent 
of them, especially in the steel! business—not the higher type of steels, 
and so forth. It is something that concerns me very, very ereatly, 
ot a it is so close to us in these areas where we have so many small 
a and [ don’t know what we can do about it. 

Senator Bi NTON. Senator Schoeppel is profoundly right. 

Mr. Ginson. There is no question about it. 

Senator Benron. These are personal tragedies, but worse than that, 
they are terribly damaging to the economy as we look ahead over a 
5- or 10-year period. 

Now, | think that we ought to have a program of some kind dealing 
with the problem of pulling men out of the businesses into the Armed 
Forces, which is one factor that is involved; materials, which is another 
factor that is involved; and money, which is the third factor that is 
involved, in varying degrees, and in different industries and cases, but 
I don’t know what that program ought to be, and it seems to me 
something sadly deficient in our administrative planning. 

Now, you have heard my story about the plastic boys; it is a won- 
derful case story. 

Mr. Grrson. Of course, on the other hand, there is a group of tire 
men coming into my oflice tomorrow morning, crying their eyes out. 

Senator Benron. I don’t doubt that, but the tire men aren’t going 
out of business—on the contrary, they are going into new businesses. 

Mr. Gipson. That is right. 
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Senator Benton. Yesterday we had a witness before us, a young 
ngineer from Shelton, Conn., representing a firm 100 years old, that 
makes cable in which rubber is an essential. He has 65 percent of 
ull the railroads in this country on his books as customers. The 
rubber quota has been cut for him against an arbitrary date, which 
vas a very unhappy one, as it affected his business 

[t was a date that gave him only half his normal business 

Senator Scuownpre.. And then cut him again. 

Senator BenTron. So, they first take a yardstick that is 50 percent, 
and then they cut it and cut it again, and the rubber companies, 
who can take rubber out of their tires, and use it in making cables, are 
now going to his customers, and saving to them, ‘‘We can take care 
f you.”’ These are customers that he has had for a quarter or half a 
‘entury, and he can’t supply them; and, of course, he is losing them to 
the rubber companies who have the rubber. That is happening all 
over to American small business. 

Therefore, | think the one generality you can hang onto is that 
Goodyear and General Foods aren’t going to go out of business, and 
the little plastic guysare. So, although Goodvear comes in and cries 
and I am very sympathetic in their terrific importance to the national 
defense—they don’t require the same kind of special analysis and 
treatment that these small manufacturers do whose life work is in- 
volved, their life savings, their family savings, and who have great 
asset value in our economy which we will lose if they fold up and go 
out of business. 

Vir. Gipson. That is the National Production Authority's job, and 


they have there a gro Ip that is s ipposed to listen to and r present 


i 
se 


and, though i say suppose d to.”” that group does list n to and repre- 
sent the interest of all businessmen who come down and talk to them. 

Now, there are some things cong LO happen in this interim period 
that we can’t help. A doctor always loses some patients, no matter 
how rood he is, and it IS our cde sire and objective, and we in talking 
with them have ce rtainly said so, to see to it that that is minimized to 


he gvreatest deers 
\ 1 1 4 ' ] : } ‘ ‘} 
we have been Luin ip whit we call remional committees hese 
‘committees will have cochairmen, one from the National Production 


1 | ] 
\uthority, and one from the manpower group, and with them will sit 


ull of the different agencies that are interested in the particular matter 
hat may be handled in that area. They will call in the services, the 
procurement offices, and deal with them, and they will have to 
justify who they are dealing with, and who they are not dealing with, 
in an attempt to help the small-business man. We now have in the 
Defense Production Administration set-up a Deputy Administrator 
whose job it is to look out for small business. 

Senator Benron. Are they your men who c¢all in the Defense people? 

Mr. Gisson. No, sir; one of them will be from the National Pro- 
duction Authority, and the other one is 

Senator Benton. One of them is your man? 

Mr. Gisson. One of them is our man, and the other is the Defense 
Manpower Administration, Mrs. Rosenberg’s division; isn’t it’ 

Senator Benton. Yes 

Mr. Ginson. And they will sit, and they will have with them a 
representative of the Department of Agriculture, Housing and Home 


= 
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Finance, Federal Security, and will bring before them the repre- 
sentatives of the procurement services to meetings on the request of 
either chairman to discuss the whole procurement, production and 
labor problems in those areas. 

Senator Benton. How do we get this small-business problem to 
the front of the minds of those people? 

Mr. Grrson. There will be a man from the Office of the Deputy 
Administrator in charge of small business in the Defense Production 
Administration who will sit with these committees. We have asked 
the Governor of each State to select and appoint a group who will 
represent small business in that State. We will deal either directly 
with those regional committees or with our office in Washineton, and 
it will be their job to know the small businesses in their State to be 
able Lo produce 

Senator Benron. Could I suggest that we make it very clear 
it is small manufacturing business 

Mr. Grrson. Yes; I would be very giad to. 

Senator Benron. | make that suggestion only because this com- 
mittee has held very successful clinics, at least two in my State were, 
and I am planning two more in April, that run counter to a great deal 
of the experience that we have had with small business in the past. 
The reason, I think, these clinics have been successful throughout 
the country is that they have been confined to manufacturing, which 
gives them a cohesive, a common interest, a unit of purpose. And 
when, as mostly has happened in the past, where “small business’’ 
has been a phrase of great political appeal, you include every guy 
that starts a motel or runs a gas station CF 

Mr. Grrson. Our theory of small business in this instance is that 
it embraces manufacturers or supply men; a warehouseman, lumber- 
man, or something like that, I would class in with the manufacturing 
group for this purpose. 

Senator ScHoxppet. Mr. Gibson, I am glad you are setting those 
up. Ihope they don’t get bogged down with so much detail that they 
can’t go, as we say in our Kansas cow country, to the “guts” of the 
thing, for this reason: 

| have had some experience with your department—and this isn’t 
said critically at all—and know this problem comes by reason of the 
frustration that they must feel with these demands and these requests 
being made. 

I had a gentleman from your Department say to me—he didn’t 
know he was talking to the Senator, and that is of small consequence. 
However, a lot of these folks were piling in on me, wanting some 
steel, not excessive amounts, and they said “If only we can get 40 
percent of what we got before, or 35 percent.” In talking to those 
people in your Department, I said “What can you do about this 
kind of situation, as a class?’ because I was a member of this Small 
Business Committee, and was interested in it. 

One of these gentlemen said this; he said: “Well, I hope that you 
can tell the Senator maybe he is getting pretty far out on a limb to 
be trying to get some action for some of these people. Why do they 
tell them something and put them off, because it just can’t be done.”’ 

Then, when I disclosed who I was, I said I was genuinely interested 
in what the policy is going to be. I said, “If vou are going to say 60 
percent of this is business that ought to be allocated to the defense 
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and all the steel used, what about this 40 percent? When are you 
going to loosen this thing up? When are you going to start dribbling 
this thing down and issuing instructions so they can live during this 
period of transition for several months, maybe 6 months, 8 months, or 
9 months?”’ I said that is what I am interested in, and what we are 
interested in as an over-all policy. Mr. Harris was before us, and it 
has been accelerated—there is a percentage that should be allocated 
back with a degree of promptness, and with a degree of consideration 
for the lifeblood of these small businesses that we have. If we just 
drag it out, Mr. Gibson, I am afraid we are going to get into a casualty 
list we can’t recover. We will break down the confidence of a lot of 
businesses you expect to pay taxes to the Government, which taxes 
are sorely needed, and they are going to throw up their hands and 
av “Oh, well; what the heck.” 

That is the thing that ties right back into this picture here, and it 
goes into materials 

Mr. Gisson. Oh, yes, sir. 

Senator ScnorpPe.. The stockpiling, of course, has got to be taken 
care of, and the defense, but certainly somebody has got to gamble 
someplace. Let’s gamble on the safe side, and break this thing out 
as quickly as possible so it starts dribbling back down to these small 
businesses. We didn’t come up with this over a period of 2 
months. I have men that have gone down to these departments that 
have obtained certificates. All in the world it is is a hunting license, 
and they go to warehouseman after warehouseman, and some ware- 
houses I know have supplies and materials on hand, and they say 
“Unless you get on DO, vou can’t get it.””, Do they need 100 percent 
of DQ’s? 

Senator Brenton. What is a DO? 

Senator ScHoepPeu. Defense order. 

Mr. Grsson. It is an order certified by the National Production 
Authority as a defense order, and it gets priority in allocations. 

| have been for the last several weeks handling all these kinds of 
certificates of necessity and loans, and unfortunately my hair was 
gray before I came down here; but, if it hadn’t been, it would be now, 
I can assure you. 

On this steel thing, Senator, just let me add this: 

We have to increase steel capacities. Now, we had a national 
capacity of 90 million tons, roughly, in steel. 

Senator Benton. Mr. Wilson agreed we have to have a steel mill 
for New England. 

Mr. Grpson. Exactly; I certified that one 

Senator ScHorprper. We can’t have one in Kansas, but we don’t 
want to be cut off 100 percent for small business. 

Mr. Grpson. We have to increase the capacity for steel as quickly 
as we can increase it. We had 90 million tons of steel, normally, 
which was operating at capacity for the civilian economy. Now 
we have to increase that, and we have increased it now—at least, we 
have given certificates, and we are following up to see that they get 
started—to approximately 117 million tons. In other words, 27 
million tons, but it takes steel to build those steel plants, so that 
today we have the guns, the ships, the railroad cars, the locomotives, 
and all those things that have to be built, on top of your civilian 
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economy, and we have really less steel until these new steel mills get 
into effect, to do it with. 

Senator ScHorerPpeL. Then what we should do is this— 

Mr. Gipson. We should have a controlled-materials plan, and | 
think we will have to break it out on steel before we would do anything 
else. There is a man working on that now over in NPA. 

Senator Scuorppen. I am glad to hear you say that, because that 
ought to be expedited. 

Senator Brenron. It seems to me that is where we are coming. 

Senator ScuorprpeL. We should be honest, and as factually correct 
as we can be in telling the country, in publicizing, so that we don’t build 
up false hopes here. I know instances where fellows have obtained 
loans but the banks are getting skeptical, wondering about the draft 
pulling these fellows out, and wondering how long they can go ahead. 
Let’s not increase the casualty list; let’s not get these fellows in deeper, 
financially. If something could be announced—to the effect, perhaps, 
you are not going to get this material until a certain time. Tell them 
the nearest possible date that we can see when they are going to get a 
percentage of this material over and above that that we need now in 
the critical defense areas, for defense production. 

1 think our difficulty has been that the military came in and said: 
“Well, at the best we won’t need but 29 percent of the steel for 
defense.’”’ That figure was bandied around. Maybe they have raised 
that 10 points; I don’t know, but it has led a lot of people to believe 
“If I can get only 50 percent or 40 percent, I can get along,’ but 
they are not getting that. 

Senator Brenron. | think that this is a very important point on 
administration policy. As you and I know, it is guesses about the 
future that control the actions of businessmen, and it is this uncer- 
tainty which is worse, even, than bad news. 

Mr. Gipson. That is right. 

Senator Benton. If they knew it was going to be bad, definitely, 
many would be better off. 

Mr. Gipson. That is right. 

Senator Benron. Better off than merely being uncertain, and ] 
think Senator Schoeppel has given a very important piece of guidance 
there. 

Mr. Gipsson. I do, too. 

Senator Benron. Perhaps we should be more aggressive in giving 
out bad news to the business community to put an end to what 
otherwise will turn out to be many mistakes. 

Mr. Gisson. One of the things General Harrison has been impress- 
ing upon the officials at the National Production Authority is that 
they must advise business of the bad news that is coming in advance 
of the cut-downs. 

Senator ScHorepPeL. That is right. 

Mr. Gipson. Now, we have some very, very difficult material 
situations, as you know, and his position is that—we had a meeting 
last night—you have to get your businessmen in and tell them what 
is going to happen. 

Senator Benron. That is right; I agree that that is very important. 

Senator. SCHOEPPEL. I agree 100 percent. 

Mr. Girson. We are trying to force them. 
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Senator Benron. On behalf of the committee here, I think they 
ought also be told, and asked to cooperate in the interest of the 
economy as a whole, that there are very special, and, in the long 
range, urgently important problems for the small manufacturer, and 
it is in the interest of the big manufacturer to solve those problems. 

Mr. Gipson. To keep them alive; yes. 

Senator Benton. Even at some relative sacrifice, some seemingly 
relative competitive sacrifice, and that will be hard for them to accept, 
except those who are the statesmen. All your little steel men, when 
they were before the committee, all they could think of were the 
automobiles that continue to roll off the line which they can go down 
and buy at their dealer’s, while they can’t get any steel. 

Mr. Gipson. Of course, that isn’t going to happen. 

Senator Benron. They don’t resent the steel going to the tanks 
and the locomotives, but they see the automobile companies going 
full blast, and that is the thing that upsets them, and similarly with 
these chemical men on the tires. 

Go ahead and finish your statement, Mr. Gibson. We are inter- 
rupting vou because it is so interesting and important, but we want 
you to finish your statement. 

Mr. Gisson. Providing the manpower required for expanded 
production, productive capacity, and materials supply will require in 
many instances an expansion of housing, community facilities, power 
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water, transportation, and so forth. We are collaborating with 
manpower agencies to develop adequate information on manpower 
requirements and resources and on expected migration of worker 
and their families in order that the necessary housing and community 
facilities needed can be provided. 

In addition to that, there has been a committee set up at the instance 
of Mr. Wilson on critical areas. This committee is studying th 
country, and it will be necessary for certification to come from that 
committee as to what a critical area is, and they are being very 
careful to see to it, in studying all these various problems of where 
we are going to put thing 


e whole 


ines, before we declare an area a critical area, 

which will permit the development of housing, and the other matters 
in that area, and the movement of manpower to it. 

Many instances will arise in which manpower shortages, inadequate 


training, Armed Forces inductions, labor disputes. excessive turn-over 
or absenteeism, poor tabor utilization, unfavorable wage rates, bad 
a eta eo CE LEE hE IOS Ei NRRL yA 
WOPrKITNE CONGLLIONS, QI WUnNSALISTNCLOrY nanaveMent-LaAvol relations 
interfere with defense production. While first responsibility for deal- 


ing with these problems may rest with other agencies, the DPA will 
work with the appropriate agencies in seeing that necessary action Is 
taken. 

Ve also have a direct interest in mereasing labor productivity. 


This interest will be implemented in many directions, for example (a 
in allocating materials and facilities for the production of machinery 
and equipment that makes possible the greatest output per man-hour 
of labor; (6) in making adequate provision for necessary maintenance 
and repair, ineludit ng those contributing to safety and sanitation; (@) 
in encouraging through consultation with management and labor, the 
development of most effective production techniques and devices; 
and (d) in encouraging the improvement of traiming. 
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The Defense Production Administrator is authorized to require 
that acceptance and performance of defense contracts and orders 
should take priority over other contracts and orders. The Admin- 
istrator is further authorized to allocate materials and facilities. To 
insure that defense production shall take priority over other produc- 
tion it is essential that manpower as well as materials and facilities 
be allocated and utilized on a priority basis. The DPA, therefore, 
has an interest in seeing that manpower policies and programs ade- 
quate to effect priority allocation and utilization are developed and 
administered. This will involve (a) being alert to any present or 
forese eable failure to meet priority production schedules because of 
manpower; (6) reviewing and making recommendations with respect 
to the effect of manpower policies and programs on production; (ce) 
providing manpower agencies with necessary information on the dis- 
tribution by industry, by geographical area, and by individual estab- 
lishment of priority contracts and orders; (d) developing informa- 
tion, through local production urgency committees, manpower 
priority committees, and other means, regarding the impact of man- 
power problems on production schedules; and (e) taking manpower 
requirements and supply information into account in the placement 
rr transfer of priority contracts and orders. 

The Defense Production Administrator has the responsibility for 
the central programing function incident to the determination of the 
production programs required to meet defense needs. Effective 
programing requires, in the first place, that all production objectives 
be planned against the simultaneous availabilities of all resources 
manpower, materials, facilities, energy, and transportation. It 
requires, in the second place, that programs for mobilizing, allocating, 
and using resources be planned and operated on a coordinated basis 
to accomplish the programed objectives. By virtue of its responsibility 
for central programing, the DPA necessarily has a responsibility for 
coordinating the programing for manpower with programing for other 
resources. This involves working with the Department of Labor and 
other manpower agencies to insure (@) that there is an adequate 
assembly and analysis of information on manpower requirements and 
supply; (5) that estimates of manpower requirements are consistent 
with production objectives and with the estimates of requirements 
for other resources; and (c) that manpower policies and programs 
adequate to meet production objectives are developed and adminis- 
tered. 

[ would like to emphasize the importance of maintaining and, if 
possible, adding to our superiority with respect to the quality of our 
manpower. It seems to me that we should give consideration to the 
establishment of what might amount to an industrial reserve of 
skilled and technical manpower to parallel the military reserve. In 
other words, our requirements for skilled and technical manpower to 
meet both military and civilian needs should be assessed. We then 
should plan to train and allocate the available supply between the 
military and civilian on a basis that is consistent with requirements. 

The Department of Labor and the Department of Commerce have 
joined with the Department of Defense and other Federal agencies in 
preparing a list of critical occupations. For an occupation to be 
classified as critical the following conditions must exist (a) under the 
present program, an over-all shortage of workers exists or is developing 
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which will significantly interfere with the effective functioning of 
essential industries and activities; (6) a minimum accelerated training 
time of two years (or the equivalent in work experience) is required; 
and (c) the occupation is indispensable to the functioning of the indus- 
tries or activities in which it occurs. 

An interagency committee of which the DPA is a member has 
been established to maintain an up-to-date list of critical occupations 
For your information I am submitting a list of the occupations which 
thus far seem to be critical. This list of occupations has been made 
available to the Director of Selective Service and to the Department 
of Defense for guidance in connection with selective service inductions 
and the activation of reservists. 

The list supplied is as follows: 
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Mir. Gipson. Yes: his name is Pritchard, from Denver, Colo. Would 
vou like him to be here? 


Senator Benron. Why don’t vou ask him to be here that morni 
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The Defense Production Administrator is authorized to require 
that acceptance and performance of defense contracts and orders 
should take priority over other contracts and orders. The Admin- 
istrator is further authorized to allocate materials and facilities. To 
insure that defense production shall take priority over other produc- 
tion it is essential that manpower as well as materials and facilities 
be allocated and utilized on a priority basis. The DPA, therefore, 
has an interest in seeing that manpower policies and programs ade- 
quate to effect priority allocation and utilization are developed and 
administered. This will involve (a) being alert to any present or 
foreseeable failure to meet priority production schedules because of 
manpower; (6) reviewing and making recommendations with respect 
to the effect of manpower policies and programs on production; (c) 
providing manpower agencies with necessary information on the dis- 
tribution by industry, by geographical area, and by individual estab- 
lishment of priority contracts and orders; (d) developing informa- 
tion, through local production urgency committees, manpower 
priority committees, and other means, regarding the impact of man- 
power problems on production schedules; and (e) taking manpower 
requirements and supply information into account in the placement 
wr transfer of prioritv contracts and orders. 

The Defense Production Administrator has the responsibility for 
the central programing function incident to the determination of the 
production programs required to meet defense needs. Effective 
programing requires, in the first place, that all production objectives 
be planned against the simultaneous availabilities of all resources 
manpower, materials, facilities, energy, and transportation. It 
requires, in the second place, that programs for mobilizing, allocating, 
and using resources be planned and operated on a coordinated basis 
to accomplish the programed objectives. By virtue of its responsibility 
for central programing, the DPA necessarily has a responsibility for 
coordinating the programing for manpower with programing for other 
resources. This involves working with the Department of Labor and 
other manpower agencies to insure (a) that there is an adequate 
assembly and analysis of information on manpower requirements and 
supply; (6) that estimates of manpower requirements are consistent 
with production objectives and with the estimates of requirements 
for other resources; and (c) that manpower policies and programs 
adequate to meet production objectives are developed and adminis- 
tered. 

[ would like to emphasize the importance of maintaining and, 
possible, adding to our superiority with respect to the quality of our 
manpower. It seems to me that we should give consideration to the 
establishment of what might amount to an industrial reserve of 
skilled and technical manpower to parallel the military reserve. In 
other words, our requirements for skilled and technical manpower to 
meet both military and civilian needs should be assessed. We then 
should plan to train and allocate the available supply between the 
military and civilian on a basis that is consistent with requireme nts. 

The Department of Labor and the Department of Commerce have 
joined with the Department of Defense and other Federal agencies in 
preparing a list of critical occupations. For an occupation to be 
classified as critical the following conditions must exist (a) under the 
present program, an over-all shortage of workers exists or is developing 
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which will significantly interfere with the effective functioning of 
essential industries and activities; (6) a minimum accelerated training 
time of two years (or the equivalent in work experience) is required; 
and (c) the occupation is indispensable to the functioning of the indus- 
tries or activities in which it occurs. 

An interagency committee of which the DPA is a member has 
been established to maintain an up-to-date list of critical occupations 
For your information | am submitting a list of the occupations which 
thus far seem to be critical. This list of occupations has been made 
available to the Director of Selective Service and to the Department 
of Defense for guidance in connection with selective service inductions 
and the activation of reservists. 

The list supplied is as follows:) 
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ness how emploved? 

Mr. Greson. Yes; his name is Pritchard, from Denver, Colo. Would 
vou like him to be here? 

Senator Benron. Why don’t vou ask him to | here that me 
when Mrs. Rosenberg is here, if convenient to hin 

Mr. Greson. He is at present out in the field 

Senator Benton. I wouldn’t bring him back 

Mr (;IBSON. If he has returned 
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Senator Brenton. If he is here, send him up. Otherwise, the best 
posted fellow in that area. If it is possible at that time, or if not, if 
you need more time, at a subsequent time, if you could incorporate in 
our record any further definite suggestions of what could be done. For 
instance, | could make quite a case, just in a debate, in claiming that 
& man running a small manufacturing business is a critical occupation, 
because although he didn’t qualify as a chemist, a biologist, a clinical 
psychologist , dentist, or engineer, he is a much more rare guy than any 
of those fellows. 

Mr. Grason. I heard your questions, and they are very intriguing. 

Senator Benron. Now, what are we ¢ going to do about that valuable 
fell low who Mr. Wilson in his opening testimony here attests are great 
Values in a going business? 

Senator Schoeppel has referred to the gap, and I think there are 
three things or areas that ought to be explored, and right away. 

The trouble with most of your small- business divisions in this city, 
and in trade associations in general, is that they are public-relations 


\[r. Gipson. This is not. 

Senator Benron. You agree on that? 

Mr. GrBson. Yes: | do agree, but this one is not. 

Senator Benton. They keep them from getting out of hand, make 
voters of them, and 30 on. 

Mr. Grsson. That is right. 

Senator Danson: I think the first thing to figure out is whether we 
ean’t do much better on giving independent manufacturing business 
a break in these classifications on the assumption that a very high 
percentage are going to be essential to the economy within a year, and 
that one thing would be a big step forward. 

Secondly, should we, through the RE ¢ ‘or some other kind of device, 
get a quick plan to give some of them some financial help? 

Fellows that are going to go out of business in the next 6 months, 
because they can’t get this chemical used in rubber, but who have a 
demonstrated record a damn sight better, and have more promise than 
a lot—admit they are high-risk loans, and admit frankly that they 
saps stack up as a sound risk for the National City Bank, but that 

why we formed the RFC to begin with. 

Mr. Jones the other day said it is not necessary any more, let’s 
close it all up, and I am not passing any judgment on that, but it 
seems to me that in this time of crisis there may be some financial 
remedy. Then, of course, the third thing is the thing you are pri- 
marily responsible for, because when I listen to these small steel men, 
and ne one remarkable woman, a warehouse woman from 
New Jersey, I got the impression that practically every one of these 
little guys using stee! was in a pretty essential business. She told 
stories of a lot of houses standing there that they couldn’t finish up 
because the small fellow couldn’t get steel to finish up bathroom fix- 
tures, or whatever they were, but 1t sounded as if most of them were 
in what would seem to be reasonably essential work. 

Now, we are not going to have time to study them, grade them, and 
list them like this, but just as a blanket decision, I frankly think that 
| these little users of steel are more important than extra automobiles 
this vear. That is an econo dl thing to have to do. You do it with 
recret, much regret, and knowing that it is a painful decision to have 
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to make. That is why your job is a tough job. You have to make 
decisions like that; that is what makes it tough. 

Mr. Gipson. That is right, and they are being made, Senator. 

Senator Benton. The steel mills have representation, they play 
golf with all the guys that run the steel mills, they are their biggest 
and best customers, and all these little fellows are cutting back em- 
ployment, and may be out of business by the time we can catch up 
vith them 

Now, | think those three areas oucht to he examined by every 
wency in town with a real interest in this problem, and | have learned, 
yf course, a great deal in the last 2 days just from listening to the wit- 
esses, and if I had thought of it, I would have posted it this way 
earlier, but we did ask the Labor Department in a similar request, 
le request, | would like to put it to you, 
und I will ask the staff to get hold of Mrs. Rosenberg’s office and say 


this is the question that 


} 


ind if you think It isa reasonal 


we are going to discuss next Tuesday. 


Mrs. Rosenberg is being furnished copies of the transcripts of these 
“Arings. 

| would also end RA } this part of the transe1 pt, too, because they 
iS problem as applied to then activities, Or a 1} of the 
ther agencies in town. 

Mr. Grsson. I don’t know of any law that would permit us to do 
that at this time. Under section 303 of the Defense Production Act 
yf 1950, we can lend money for expansion of facilities or materials. 
Chen under SOL, loans can he made and ruaranteed by the Federal 
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Senator Benton. | am told the Defense Corporation in World War 
II lost only eight-tenths of 1 percent of loans. Those were all such 
bad loans the banks wouldn’t grant them, I suppose, or many of them 
were. After all, if the small-business man can get money from his 
banker in his home town, he doesn’t come hotfooting it. to Washington 
to borrow from the Smaller Defense Plants, | assume. Is that a fair 
assumption, Mr. Cosgriff? 

We have one of the Directors of the REC here. 

Mr. Coserirr. That would be absolutely true, yes. 

The average bank is not interested in this type of loan. 

Now, while we are on the subject, while I take off my hat to nobody 
about knowing what kind of a loan what kind of bank will make, 
they are not interested in this intermediate and long-term eredit. Lf 
you have something to a big business that is backed up principally 
by current assets, cash, merchandise, something like that, then you 
izible for a bank loan, but for this small stuff, having to do 
largely with fixed assets, plant expansion, involving credit over a 3-, 
t-. or o-) ar period, it can’t be done with the banking situation in the 
condition it is today. 

Senator Benvron. I don’t think these yvoung men could even get 
3-months money, because if they can’t get the chemicals to make 

be loaning them money? 

Mr. Coserirr. The banks basically are so fat and lazy they are 
in a position to pick and choose any loan they want or don’t want 
to make. Some little thing like that—that is going to require some 


thew product, what bank is going to 


Senator Benron. You can see Mr. Cosgriff is not a politician. 


He is head of an important bank out West. 

Mr. Coscrirr. They go back, and say “Why not buy some Gov- 
ernment-guaranteed loans at 4 and 5 percent. Why struggle with 
the little-business man at the same rate and maybe lose one out ol 
five? 


} } 
ris 
iad 


i } 1 
to pay 10 percent if they could get some money to see them through 


Senator Benron. | think a lot of these little fellows would be 


sGRIFF. If they had to come down and wrestle with the 
REC and go through all that cuff, they would have to be pretty 
desperate: 1f there was anv conceivablk way they could get financed 
otherwise, they wouldn’t be here. 

senator BENT »N There we have an official and a Republican 
member of the Board of your RFC speaking to you, SenatorSchoeppe! 

Senator Scuogpre.. He is talking sense in my language. 

B concur with what he has said, and to my know! 

edge it has had no discussion in Washington. 
\ir. Gipson. It is a very interesting suggestion, and should have 


| 
’ 
; 


some pretty serious consideration. 

Spending money to save these small businesses in this gap period 
is a worth-while consideration. 

Senator Benron. And don’t forget the other two areas, too, 
because some of those men are going out of business. 

| hope your man will read the transcript of vesterday’s hearings, 
and it won’t take 5 minutes, Mr. Gibson, to read the testimony of 


the man from Bristol, Tenn., with his seven employees. It 1s a 
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wonderful case story of how be is going to be put right out of business 
by being called into the services in April. 
“I won’t try to tell it to you, but you can read it in 5 minutes, and 
it dramatizes the whole thing in a flash from the standpoint of the 
nduction into the military service. 

Thank you so much. We appreciate greatly your excellent state- 
ment. 

Whereupon, at 12:55 p. m., the committee recessed until 10 a. m 


Th esday, March 13, 1951. 
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THURSDAY, MARCH 22, 1951 


UNITED STATES SENATE, 
SUBCOMMITTEE ON INDUSTRIAL MANPOWER Po.ticy, 
OF THE SELECT COMMITTEE ON SMALL BUSINESS, 
Wash ington, DC 

The committee met, pursuant to call, at 10 a. m., in room 224, 
Senate Office Building, Hon. Willis am (G. Benton. presiding. 

Present: Senators Benton (chairman of the subcommittee Schoep- 
pel and Lone. 

Senator Benton. The committee will be in order 

Mrs. Rosenberg, | know the pressure is on you. We will make 
this as brief and expeditious as possible and let you cet back to your 
duties. 

From what Senator Schoeppel and I have heard, we are willing to 
admit you must have as much pressure on you, and as much difficulty 
in resolving your problems as any other executive officer in the 
administration. 

I would like just very briefly to summarize for you where we think 
we are in these hearings, of which this is the third day, and with wh 
we hope to conclude the hearings on this problem which has been 
assigned us by the Small Business Committee 

1 believe you would find most of the Members of the Senate gen- 
erally suspicious of the executive departments, with wink h, of course, 


the peg epee mbepey is included, on the subject of t eir attentiy 
ness to the we Ifare of the smaller businessman at is a more or 
less historic attitude and accounts for the setting up of the Small 


Business Committee by the Senate. 

If the Senate felt confident that the needs of small business were 
adequately considered, there would not be any need for havin 
Senate Small Business Committee. I think it is fair to say t 
Senator Schoeppel and I in these hearings have defined the words 
‘small business’”’ a little more precisely for the purpose ol these 
hearings and, if he agrees, we will define it as small productive business. 

We are not talking about small business, per se, just because a man 
is a little fellow. To that extent we are trying to be deeply sympa- 
thetic with the problem with which you are faced. 

Would you agree with that Senator Schoeppel? 

Senator ScHoepre.. I certainly would. 

Senator Benron. A small productive business would include the 
farmer as a productive small enterprise, with which Senator Scheoppel 

familiar, and on which General Hershey testified he had written a 
special letter to the draft boards. In this le ‘tter of course, it is notable 
and interesting that the small manufacturer is not mentioned. From 
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the standpoint of my State of Connecticut, I would like to put more 
emphasis on the small manufacturer. We have, perhaps, the most 
highly industrialized State in the country, with more small manu- 
facturers per capita than any other State in the country. Between 
Senator Schoeppel and me we have, perhaps, the two Senators rep- 
resenting the two groups of small productive business that we are 
most concerned with. 

Now in the list submitted by ee Gibson of special! skills, amounting 
to some 20 or 30 different skills, f course, you do not find listed the 
skill of being able to operate a inal manufacturing business. You 
may find the word “machinist” listed, but vou do not find listed the 
fellow who is a machinist now and was 10 or 20 years ago, who is now 
operating a small manufacturing plant. 

We have had a lot of these small manufacturers before us. I shall 
let Senator Schoeppel later comment, as he will wish to, on the farm 

cabieik: and their problems. I think it is fair to say, from the stand- 
point of the interest of our committee, that the problems boil down 
into three general areas. 

The first, of course, is the area of materials and the great many of 
them feel that they are about to be put out of business because the Vv 
cannot get the materials with which to continue manufacturing. 
They have not vet qualified for a subcontract. The contracts have 
not been given out yet, In many cases. In other words, United 
Aircraft in Hartford, which a year from now may have 2,000 sub- 
contractors in Connecticut getting materials on the strength of these 
subcontracts, which today have not been given out, and so they are 
not now get ing’ the materia vis 

Of course, this looks particularly unjust to the small manufacturer 
because he sees the automobile industry getting maybe three times 
the steel that it got in 1939, and = feels the chemicals that can keep 
him operating are going to the big tire companies and being used 
by people hiding raround on Sunday in their a 's, and he, in the 
meantime, is going out of business because he cannot get these 
chemicals 

The second problem is one of finance Mr Gibson was roing to 
look into that on behalf of the Department of Commerce and vive us a 
report on it. If they could finance themselves through until they get 
the war contracts, they could keep operating and would become 
produc tive, directly ip line with the war effort, instead of, let us say, 
indirectly “ogee luctive, as they are today, making civilian goods. 

I think that isa ae cial problem that we will review in our report of 
this Co ame ‘e, and, oddly enough, Senator Schoeppel and I yesterday 
on the Expenditures Committee, in listening to the RFC officers, were 
right in the middle of this subject from the standpoint of the RFC 
and their charter under the law in which they are operating, loaning 
money to small business. 

The third problem, of course, is the one that you, Mrs. Rosenberg 
and Mr. Flemming, are most interested in, which is the subject of the 
hazard hanging over the small-business man of being called into the 
armed services. 

This is not primarily at the draft level, as General Hershey brought 
out, because most of the fellows under 26 years of age have not reached 
the point where they have got a small business. It is at the draft level 
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for the farm boy. It is not at the draft level for the small manufac- 
turer. 

This was General Hershey’s justification for mentioning the farm 
boy in his letter to the draft beaedh, whereas he did not mention the 
small manufacturer. 

[ will say that the small manufacturer tends to be a family business, 
like a family farmer, and I think the problem is much more widespread 
in these family businesses for the small manufacturers than has been 
recognized prior to these hearings. But, unlike the farmer, there is no 
National Grange; there is no farmers union; there is no powerful or- 
ganized group down here speaking for the small-family manufacturing 
business, even though there are hundreds of thousands of them. 

They are virtually completely unorganized, apart from the two com- 
mittees of the Congress; they can almost be said to be without official 
spokesmen here in the city. So, of course, the thing that our mail cen- 
ters on mostly is the Reserves that have already been called up and, 
almost more important, the fear and threat that hangs over the head 
of every single young man who is in the Reserve. 

It is the uncertainty of the future as much as what has happened 
already that lays the cold hand on the small operating business. 

We have had many stories of the young naval officers who had been 
running a little enterprise for 5 years and could not get a subcontract 
because the contractor does not know when they will be pulled into the 
service. They cannot get loans at the bank because no banker is going 
to loan a couple of boys money who may be pulled out of their business 
2 or 3 months hence, and this uncertainty is perhaps as grave a prob- 
lem as the fact of grave loss, which has already taken hold in some 
cases through men who have been called into the service. 

I think it is particularly more serious in these small productive 
businesses than in many cases where you do not have a long investment 
of time. It is the family’s entire capital perhaps and also there must 
be taken into account the enormous energy that is involved on the 
part of the young man in his first few years getting an enterprise going. 

There came out of the last war a couple of young men, and instead of 
going to work for the General Electric Co. at fairly reasonable salaries, 
let us say they started a little business in Bridgeport, making plastic 
ashtrays; they have worked for 5 years virtually without taking any 
salary, and often 12, 14, 16 hoursaday. They finally got to the point 
where-they have turned the corner. Maybe they have not married 
because they have not been able to take the money out of their busi- 
ness to permit them to marry, so they do not have the wife as a pos- 
sible valid excuse with the armed services. 

Just at the point their business turns the corner, when they are 
positive they can quit making ash trays and make something for 
United Aircraft, if you just give them a little time to adapt their 
machinery and talent to thisend. Just at this point they feel they are 
being pulled into the services. I think that the policy we would like 
to have Mrs. Rosenberg speak to us about this morning, is the possible 
development of the Defense Department’s policy on the calling up of 
the Reserves, and whether there is an area in which the special skills 
of these productive and enterprising young men in the interest of the 
economy and in the interest of the productivity of the economy 
around which our ultimate success in this crisis is going to depend, 
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warrants them more special consideration than it seems to the con- 
gressional committees they have been getting, or may be about to get. 

Senator Schoeppel, I know you will want to comment before 
Mrs. Rosenberg starts. 

Senator ScuorpreL. Well, I think, Senator Benton, that you have 
covered in an over-all, general way what some of our problems are and 
what practically every Senator, and especially those who are on this 
particular committee that is represented here today, find themselves in 
the middle of. When we think that 93 percent of the businesses in the 
country, or approximately that—I am no expert on it, but roughly 
that is the percentage of small business. 

Senator Benron. Exclusive of the farms. 

Senator ScHoEPPEL. That is right. 

Then when we figure, as many of our people in the farming areas 
consider and our great farming organizations consider, those are little 
manufacturing plants, some large, some small and diversified ; the more 
diversified, the more self-sustaining most of them are, depending 
where they are and on climatic conditions, but there are 6 million of 
those. 

We have this manpower picture right in the middle of all of it, and 
here we are in an emergency, getting ready for an all-out defense effort, 
and, as Senator Benton says, the Reserves are the ones that are really 
in a crack, to use a slang expression, and I frankly think it has been 
badly handled. 

I do not want to criticize anyone present, but there has got to be 
something worked out on that in equity to those men who served in 
World War II, some of them as many as 4 years and with two and 
three children, starting a business, and out they go. They cannot get 
replacements, or any of the materials and supplies that they need, 
and the ‘vy are going to be w ipe d out. 

It leaves a bad situation all over the country in regard to the 


economy. A lot of those people feel that they have given a part of 
their lives bv ‘ady to this Nation, and how you folks can work it out 
is something that calls for much wisdom. That is one of the reasons 


why Mrs. Rosenberg, I am glad to hear what you are going to say here 
this morning, and we can then direct some questions to you and try 
to clarify this situation. 

In a lot of these small businesses, | would say from 5 to 50 to 75 
people are employed, mainly under 25, and w hen you pull out people, 
it just means that these businesses are going to be ruined. 

Maybe we have to have that teriffic casualty. I do not know. 
Maybe we are in a serious enough situation where we can say we have 
to write it off as one of the difficult things all of us have to face. I do 
not know. 

You folks are in a better position than we are, to analyze those things 
and maybe give us some guiding factors to hold out to those folks, to 
either get in or get out completely before they are completely ruined. 

Those are things | am worried about. 

Senator Benton. Of course, you remember, Senator Schoeppel, 
Mrs. Rosenberg joined the Defense Department in November. She 
is responsible from here on, but not pre-November. 

Senator Scuoreprer. That is right. 

Senator Benron. I do not want to belabor the point, but if you 
have looked at any evidence that has come before the committee, 
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the fact that one man can be vital to the keeping alive of the small 
business is self-evident. We have countless illustrations of it. 

One factory in Middletown employing 73 people, actually with 
three-quarter million in war contracts already, for instance, the chief 
draftsman is a private first class on reserve in the Marine Corps, and 
they claim that by losing that one private first class to the Marine 
Corps, they cannot operate on their three-quarter million dollars of 
war contracts. 

That is the kind of illustration that comes in to us every day. 

Go ahead, Mrs. Rosenberg. 


STATEMENT OF MRS. ANNA M. ROSENBERG, ASSISTANT SECRE- 
TARY OF DEFENSE, ACCOMPANIED BY CAPT. W. H. DUVALL, 
USN 


Mrs. RosenBerG. Senator Benton and Senator Schoeppel, I am 
very grateful to this committee; you have been most kind and have 
given me a few adjournments to come up here. J am very apprecia- 
tive. 

I wish I could answer your questions. 

Senator Benton. We want to see one of the best-dressed women 
in the world too. 

Mrs. RosenperG. I have a statement which I will read into the 
record, if you care to have it. I think it sets forth the Department of 
Defense policies on our whole Reserve problem. 

After listening to you and the very deep concern that both of you 
express and I know you have for this problem, and the number of 
questions which you have and would like to have answers to, I think 
1 might do better if I skipped this statement altogether and just tried 
to tell some of the very serious difficulties that we are facing, our 
recognition of the problem you outlined, and what we have done in 
the past and what we hope to do in the future. 

Senator Benton. We shall put the statement in the record. You 
may summarize from that anything you think we should hear. 

(The statement is as follows:) 


TESTIMONY OF ASSISTANT SECRETARY OF DEFENSE, Mrs. ANNA M. ROSENRERG 


All our plans for meeting military manpower needs are based on a full realization 
that the vigor of our productive economy is a principal element in our national 
strength We recognize that an expanded margin of seientifie and industrial 
superiority Over our potential enemies is as essential as an increase in our ability 
to muster trained men for combat in acute emergency. 

The determination of the Department of Defense to fulfill its military respon- 
sibilities with minimum dislocation of the productive economy is reflected in the 
universal military training. and service bill, which has just been approved by the 
Senate. If this program becomes law, it will greatly reduce the number of men 
who must be drawn from civilian pursuits in industry, farming, education, small 
or large businesses, and other fields to serve on active duty. It will open the way 
for substantial cuts in both the size and eost of our armed services, with attendant 
benefits of extreme value to American industry and the maintenance of decent 
living standards for the American people. 

The same determination to prevent the erippling of industry is reflected in the 
policies used by the Army, Navy, and Air Force on occupational deferments for 
members of their Reserve components. The lists of critical occupations drawn 
up by the Department of Labor and of essential activities by the Department of 
Commerce have .been serving as basic guides for all three services in deciding 
whether a reservist’s call to duty should be delayed in the national interest. As 
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you know, both of these lists are being revised and new versions that more real- 
istically reflect the current national situation will be available soon. 

However, these lists do not operate as a strait-jacket. Special considerations 
that might operate to make a man essential to the civilian economy even though 
his job was not on the official list are weighed before a decision is rendered. This 
is especially true in the case of small business, where it is recognized that the loss 
of a single man may often have disastrous consequences to the survival of a 
necessary and useful enterprise. 

Basically, we are endeavoring to give the most faithful and wholehearted adher- 
ence to the principles incorporated in the national manpower mobilization policy, 
which we collaborated with the civilian agencies in preparing and which was 
officially promulgated by the President on January 17. The fundamental purpose 
of the manpower mobilization policy is to assure that the Nation’s precious store 
of critical skills will be distributed among the Armed Forces and the civilian 
economy on the most equitable and productive basis. The effective implementa- 
tion of this policy is a matter of extreme importance to the whole defense effort. 
We are trying, with all the diligence at our command, to see that it does work. 

I will not pretend, however, that we have always been successful in avoiding 
the call up of men who possessed essential civilian skills. In the anxious weeks 
that followed the Communist attack in Korea, it became necessary to call large 
numbers of reservists because of our desperate shortage of trained troops and our 
inability to train more men quickly enough to answer General MacArthur’s 
urgent call. It is unquestionably true that some of those who were rushed back 
into uniform in that hectic period were persons who were making an important 
contribution to the defense effort at home and who might have been entitled to 
deferment had the military need been less great. 

It is our purpose to get these men back into civilian life as rapidly as replace- 
ments become available in sufficient number to meet the needs of our rapidly 
expanding forces. Moreover, it is our intention to limit to the greatest practicable 
extent further calls of men from our inactive Reserve lists. Fairness to these men 
who have already served on active duty and consideration of the best interests 
of the country both demand that liability for service should fall at this time on 
those who have not yet served at all. Accordingly, we expect that future calls 
for men from the Army’s inactive Reserve will be negligible in number. Only 
those with military specialties of the utmost rarity are likely to be ordered to duty 
unless we find ourselves confronted with a sudden and extreme crisis. 

We are taking another step to balance the needs of the Military Establishment 
and the productive economy on which it depends for effective support. Men 
whose occupational classifications are such that they could not be called into 
military service are being eliminated from the active Reserve rolls. If a man can 
make a larger contribution to the country’s defense by staying on his job than 
by putting on a uniform, it is senseless for us to count on him as a member of the 
Reserve unit. It is equally senseless for us to give him drill pay and help him build 
up military pension rights. We are in the process of removing those people who 
are not available for military duty in an emergency. 

Thus far I have put my stress on the things we are doing to delay the calling of 
reservists whose deferment is warranted by a weighing of civilian and military 
manpower needs. Now I want to give some attention to the other side of the coin. 
It is obvious that we must establish some limiting standards for deferment. 
Otherwise, we would have no Reserve and no Army. 

We must base our judgment of a person’s right to deferment on the individual 
factors involved in his own case. We must take into account what he does, how 
hard he would be to replace, and how important the business in which he works is 
to the total defense effort. The emphasis must be on what he is doing, rather than 
what he might be doing. Everyone in every field of manufacturing activity might 
potentially make a great contribution to national defense if he were doing some- 
thing else. But we cannot ask the officers in charge of Reserve deferments to 
equip themselves with crystal balls that will enable them to look into the future 
and see how these potentialities will be realized. 

The knowledge that a man is likely to be called into active duty, whether through 
selective service or through the Reserves, is a powerful spur toward getting his 
business into the war effort right away. If potentiality is enough to get a defer- 
ment, a man may find it convenient to put off taking defense contracts or sub- 
contracts for along, longtime. We have instructed all our procurement agencies 
to provide every facility to small business in obtaining military orders. These 
orders are now going out in substantial volume and many small businesses are 
included among the successful bidders. 
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| think the deferment tests we are now applying are sound and well adminis- 
tered. They are fair to small businesses and to large businesses. They provide 
ample machinery for appeal where the original decision at the district or unit level 
isadverse. The standards are constantly being reviewed in the light of the chang- 
ing situation on both the civilian and military fronts. Any legislative prescription 
establishing new categories of deferment would curb and perhaps destroy the 
flexibility that now exists in administration of the deferment program. 

We must not extend our categories for deferment so far that we would have no 
National Guard or Reserve units of any substance on which to call when the 


Nation’s need demanded it. Most of these Reserve units are already so far 
nderstrength that there would be nothing left if wholesale new deferments were 
1uthorized on the basis of what people might do at some later date. It is as 


mportant that we have men who can be used in combat when the need arises as 
t is that we have men in our factories to give them the arms and equipment they 
need. It would be fatal to allow our concern with production to obscure the fact 
that we must have people to fight. 

Mrs. Rosenserc. Thank you, Senator. 

Our problem, of course, is somewhat different than that of General 
Hershey. As you know, we had a small standing force when South 
Korea was invaded. We had to suddenly meet a very heavy obliga- 
tion of sending troops and reinforcements to General MacArthur. 

Our whole military policy has been based in this country on a small 
standing force and a large civilian Reserve army. It became necessary 
to call on these civilians much quicker than we ever had to in the past. 
We have always been prepared for a period of peace, and for a period of 
full mobilization. But we have not been prepared for the so-called 
gray period in this country. 

Suddenly the armed services were confronted with having to get 
men who had some training in order to reinforce the very few men that 
General MacArthur had. 

That a miracle was accomplished I think was borne out this morning 
when General Marshall’s report went to President Truman, noting 
that since the invasion of South Korea the armed services have doubled 
their forces, and that for the first time, I think next month, we are 
going to be able to meet our past commitments, almost our past in- 
debtedness to General MacArthur in getting sufficient numbers of 
men there to fill in the great lack in size of his forces. 

That that miracle was accomplished, by making a great many 
mistakes, and causing what was a great hardship to individuals, we 
have certainly not denied. It is so, and I think no one regrets it more 
than the people in the Defense Department, who have to deal with 
this problem. 

The reason I say that our problem is a little different than that of 
selective service is that we cannot get away from the fact that many 
men left the services. Let us take first Army and Air Force men. 
They had the choice of continuing a Reserve obligation or of not con- 
tinuing that obligation. A great many men elected to continue the 
obligation, and to remain as Reserves; some as active Reserves, 
some as inactive Reserves. 

[ think it is part of our great and wonderful optimism in this country 
that the time those boys elected to remain in the Reserve, I doubt if 
many of them thought that they would ever be called during their life 
wain. However, they did have an obligation, which they signed, 
with their Government, to be ready in case of need. 

Senator Scnorepre.., That was their promissory note. 
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Mrs. RosenserG. That was their promissory note and their 
contract with the Government. 

Certainly no government wants to collect a promissory note that 
will harm the individual and hurt the economy, nor does the Defense 
Department. 

However, Defense was met with this necessity. 

Now in the Navy the situation was somewhat different. Many 
of the men were actually never discharged. If I am wrong in that 
correct me, Captain. 

Captain Duvati. They remained in the Reserve voluntarily. 

Senator Benron. Was it all voluntary? 

Captain Duvauu. It is voluntary in the Navy; yes, sir. 

Senator Benton. Officers too? 

Captain Duvauu. Officers have their commission continuing at 
the pleasure of the President, at liberty to resign it any time during 
peacetime. 

Senator Benron. So it is all voluntary’ 
Captain Duvauu. Yes, sir. 

Senator ScuorrpEL. That was a condition, was it not, of their 
‘ing accepted, a great many of them, that they would remain? 
Senator Benron. Getting out? 

Senator ScHoEPPEL. Yes. 

Senator Benron. The condition on their getting out when they 
got out. We have had the impression, both Senator Schoeppel and 
[, that some of these young Naval Reserve officers think they could 
not have gotten out unless they agreed to stay in the Reserve; that it 
greatly expedited their getting out, so it in effect became almost 
compulsory to stay in 


) 


b 


Captain Duvauu. There is a short period of obligation commission 
for the V—12 and for ex-Naval Academy people. 

Mrs. Rosenpera. I don’t think that is what the Senator is talking 
about, Captain. I think there was an impression among many men 
that by remaining in the Reserve it expedited their release at the 
time 

Senator Benton. I think the V—12 and Naval Academy boys are 
wholly different. They have had an education at the expense of the 
Government, and they ought to have an obligation. I wouldn't 
take any exception to that at all. 

Mrs. Rosennera. May I say this, Senator: An officer up to the 
time of Korea, had a right to resign his commission, After Korea, 
he had no right to resign. 

Senator Brenton. So this in effect made it voluntary. 

Captain Duvatu. Yes, sir. 

Senator Brenron. Your point is even if it was compulsory for him 
to stay in originally he then came into a period where, by inaction, 
it became voluntary? 

Mrs. RosenperG. That is correct, and in the Army and the Air 
Force, they also had their choice of electing to go into an active Re- 
serve unit, or being in the involuntary 

Senator Benron. Inactive. 

Mrs. Rosensera. Now these men, as I said, had an obligation, and 
I think that the services had a right to call on them and had to eall 
on them as their first line of defense. 
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In this situation, unfortunately, many received too short a notice 
to make proper arrangements in the early days. They had to be 
called in immediately. Some of them had difficulty in disposing of 
their business, making arrangements for their families, and fast as 
the services could, that defect was corrected, and on October 23, a 
directive went out from General Marshall that in no case could any 
man, reservist, have less than 30 days, and whenever possible 4 months, 
notification before he would be called into service. 

Now that period, of course, had nothing to do with the possible 
request he night make for a delay, on the grounds of personal hard- 
ship, business or community hardship, or an occupational delay so 
that a replacement could be found for him 

We have given careful consideration to business—large and small 


4 


in which I think you gentlemen are particularly interested, in the de- 
ferment of Reserves We know that in a large business sometimes 
there are two or three men who ean run things. If one goes, two still 
remain to fill key jobs. In small business sometimes the deferment 
or delay In the eall of one man becomes of paramount lmportance. 

| think you will find that much as we may agree with your reco 


nition of the need of small business, Senator Benton, and the knowl- 
edge of conducting of a small business as a special skill, which is of 
the utmost importance to preserve for our whole American system 
and way of life and our whole economy, we have to consider not 
whether a man is in a small or large business but what contribution 
he makes to the national defense effort That is where there is a 
difference in the conditions sclective service can consider and what 
we can consider in the fa ‘ferment of “reservist 


Our first consideration must be whether the business is making a 
contribution to the national defense effort While we are well aware 
that many small businesses, and many large businesses ultimately 


may receive defense contracts, we cannot de lay ealling men into the 
Armed Forces on the ground that a year from today, or 6 months from 
today, or 18 months from today, or never, that that small or large 
business might receive a defense contract 

Desirable as that may be, that 1s Impossible for us to take into 

msideration 

Senator Benton. Could I interrupt’ 

Mrs. Rosenpera. Yes 

Senator Benton. Of these 300,000 men that I think General 
Hershey told us that have been pulled into the services out of the 
Reserves, how many do vou think might be in small manufacturing 
in roles that would make them productive to the economy? It could 
not be over 20 could it?) Say 15,000, 30,000? 

Mrs. Rosenpera. Senator, | don’t know what the numbers are, 
but let me say this to you, that you can divide your reservists, some 
20,000 that you say may be in small business, X number 

Senator Benron. Productive small business 

Mrs. Rosensperea. In productive small business; X number may 
be in skilled categories that are essential to the defense effort. X 
number may be in occupations that are important to the national 
health, safety, and welfare; X number may be occupying positions 
as firemen, policemen, employees of hospitals, employees in research 
production; X number may be on farms. XM number may need de- 
ferments on the basis of having family obligations and being real 
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hardship cases, and by the time we get through, Senator, our difficulty 
is what is left for the armed services? 

Senator Benton. Now that puts the problem very well, Mrs. 
Rosenberg. Speaking for the committee, if I may, our dilemma has 
been, we know that the General Electric Co. has representation for 
the special skill of the machinists to try to get him his exemption, or 
as Senator Schoeppel put it in an earlier hearing, if the boy closes up 
his small business and goes to work in the airplane plant at Wichita, 
he thinks he has got a better chance to have his case weighed in con- 
trast to the polic eman, the hospital worker, the farm boy, and ail 
these various categories. 

The general tone of the testimony we have had is that your pro- 
ductive small manufacturer, who is without representation, does not 
get his case weighed in line with its importance to the national econ- 
omy, and in line with the great importance of expanding our pro- 
ductivity. 

Now I do not say for the moment whether he is as important as 
the hospital worker or not, or whether he is as important as the 
machinist or not. I merely say in many cases he may be more 
important, and the general feeling and the general tenor of our 
testimony and our mail is that his case has not been aggressively 
made, against all these other groups whose cases seem more manifest 
and more self-evident. 

Mrs. Rosenpera. I did not put these cases either according to 
their importance, or in comparison. I simply said that the sum total 
of the 20,000 makes the 100 percent, from which we have to have 
our Reserves. 

I would like to say this to you. Here is the policy by which we 
have to consider the deferment of aman. We have to base our judg- 
ment on a person’s right to deferment, on the factors involved in 
each individual case, when he is a reservist. We first must take into 
account what he does, and second, how hard he would be to replace, 
and third, how important the business in which he works is to the 
total defense effort. 

The emphasis must be on what he is doing rather than what he 
might be doing. 

Every field of manufacturing might potentially become of great im- 
portance and make a great contribution, but we cannot ask our officers 
who are dealing with the Reserve units to do some crystal-ball gazing 
and say sometime in the future this may be important, and we must 
defer a man on that basis. 

Senator Benton. May I ask a question at that point? 

Mrs. Rosenpera. Yes. 

Senator Benton. The dilemma, of course, of your small manufac- 
turer is that the contracts do not begin to roll out really until maybe 
the last month or two or three. I remember the news story not long 
ago about $4 billion placed in the previous month in this period. We 
are getting out of the blueprint period now and actually getting into 
production. 

I agree that of a thousand small manufacturers in Connecticut, it is 
pretty hard to do crystal gazing and know which of the 500 are going 
to be doing defense work a year hence and which are not, but one 
thing we do know without a crystal ball, and that is that 500 of them 
are going to be doing defense work or 300 or 400 or 600. We know 
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that, and we know they must do defense work and we know it is 
essential to the productivity of the economy that they do do defense 
work, so I think it is unfair to look in the crystal ball and say we have 
to assume that none of them are going to do defense work. 

Mrs. RosenBerG. We do not assume that. It is erystal-ball gazing 
to see which one out of the many. 

If I may say to you, we are putting the greatest pressure onto our 
procurement people to put as much business as possible in the hands 
of small business. We realize the importance of it. We realize the 
importance for the defense effort of the widest distribution, to as many 
sources of production as possible. 

You are perfectly right, that it took some time to get these contracts 
out. That is true of big business too. If you were to sit on a com- 
mittee today where there were large manufacturers, I assure you that 
they would have the same complaint, that reservists were taken from 
them whom they feel will eventually be necessary for their production, 
for their war production, when they get war contracts. We were 
faced with this problem. We needed to get men into the armed 
services. The first call we had to make was on trained men. The 
trained men were reservists, and we had to call them whether they 
were in large business, in small business, on the farms, or in other 
places. 

Now we did defer a great many and I would like to say, before we 
leave, something about what we are going to do, because my very free 
admission of what we have done would seem to you as a lack of recog- 
nition of your problem, but it is not. 

I would like to say this on what we are doing on farm deferments. 
We are very keenly aware how low the farm deferments are in this 
period. They are far lower than they were in the last World War. 
I am talking selective-service deferments now. 

Senator ScHorpre.. In spite of the fact we are not in an all-out 
war yet? 

Mrs. RosensperG. You have 1 million less men on the farms than 
you had at the same time in the aa war, and yet they are producing 
30 percent more than they did in the last war, which I think is a great 
tribute to the efficiency of our farm population. 

Senator Benton. This is very informal and you may interrupt if 
you wish. 

Mrs. RosenBerG. Part of it is due to the great mechanization on 
the farms. Now we are going to be faced with this: The farms must 
either have the manpower they need, or the machinery and the small 
parts they need, replacement parts, and so forth. 

Senator ScuorrpeL. Might I break in right there? From my 
State of Kansas, right now, I am receiving floods of complaints about 
the lack of replaceable parts to tractors. I had aman in my office this 
morning from Wichita, Kans. He is a distributor of caterpillar 
tractors and caterpillar parts. 

They have something just short, right now, of 3,000 tractors down 
because they cannot get the parts, because they say they cannot get 
the steel, haben they say they do not have the allocations for it. 

Now there were 11 farmers from my State in Washington the day 
before yesterday. They were what was known as the Who’s Who in 
the Farming Industry in my State, picked by the Farm Bureau. 
They were representative farmers from every section of my State. 
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Many of these farmers were picked because they had all-out production 
units; practically all of them were mechanized, even down to the dairy 
farmers, and they were talking about their investments. 

Some of them had as much as thirty-five to forty-thousand dollars 
invested in farm machinery. Some of them had two of their boys 
taken already, because they were reservists, and another one was 
being called up in the draft, and they said ‘‘Well, how are we going 
to operate? What are we going to do? We have high-priced 
machinery.” ‘Two of those gentlemen said to me, “Senator, we have 
had information given to us that we can get Mexican laborers who 
are going to be brought into this country.”’ 

Well, now that is fine on paper, but the fellow said, ““What does he 
know about running my farm and my tractor and my peculiar type 
of farm machinery that I have three or four thousand dollars in- 
vested in? I will have to spend more time educating him.” 

[ said to this group of men ‘‘What are you going to do?”’ A couple 
of those fellows said “I am going to tell you what I am going to do. 
[ am going to cut down my operations. I will cut it down a third to 
start with, and then [ am going to try to get along becuase I am not 
going to worry with inexperienced labor and it will cost me $500 to 
$1,000 if anything goes wrong with my machinery. 

I mention that just as an illustration. That is how this is related, 
all the way back up. I thought that might be rather interesting. 

Senator Benton. I[t is interesting to me because it shows what has 
happened to the farmers since I was a homestead boy in Montana. 
They have all became capitalists. 

Mrs. RosensperG. Senator, the reason [ mentioned your high 
degree of mechanization and how many less men there are on the farms 
is because I feel that the farm problem is more one of machinery and 
replacement parts at this moment than of mass manpower. The 
fact remains, however, that there are certain individual cases, both in 
Reserve and selective service, and I must say to you that I think we 
have been giving very high consideration to those cases, both in the 
Reserve and in selective service. 

Senator Lone. The Committee on Agriculture has been giving a 
lot of attention to this importation of foreign labor for the farm, and 
although the experience may not be so satisfactory in the Midwest, 
the accounts that I get from the South are very favorable on Mexican 
ier. for example. 

Mr. Rosensperc. Well, in the last world war the importation of 
farm labor was a very satisfactory experience. I know that we 
brought dairy farm hands into New York State, which is the second 
largest dairy producing State in the country, even from Nova Scotia, 
and that we brought in farm labor, and especially at harvest time, and 
at planting time, from Jamaica and from Mexico and from other 
places, and it proved to be satisfactory, but mass farm labor is not 
the problem today. The problem is a selective one. It is the indi- 
vidual on the small farm on whom the entire farm may depend, or on 
the individual whom it is hard to replace. 

Now | would like to get back to these other points. What we have 
done with our reservists up to now, and what we are going to do in 
the future: When we had the choice of whether to take men who 
might be productive, either on the farm or in factories who might be 
essential at some future time we were faced with the grim necessity 
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of whether we were going to hs ave anybody for the Armed Forces. 
The Armed Forces had to take these people, but even at that time 
and ever since, there have been de lays given on the basis of individual 
hardship, personal hardship, business hardship, or occupational need. 

[ asked Captain Duvall to come along because he knows the point 
of view and the actions taken by all the services. If I make a mistake 
just correct me at any time. 

Don’t even wait to ask a question. 

Senator Benton. If you catch her in a mistake, you are very good. 

will tell you that. 

Mrs. RosenpercG. Deferments have been made 

Now our hope is this: We hope to be able to announce very soon 


some very definite policies on our handling of the reservists. I agree 
with you, Senator, that bad as the picture may be, to know what you 
can expect makes it somewhat easier, It has been our very ferve 


hope and desire to put some stability into this call-up of men, w hether 
they were reservists or sclective-service inductees. or students, or 
anyone else, and it is with that purpose that we introduced the 


universal military training and service bill, which the Senate passed 
vith a very astonishing majority, and in a very satisfactory form. 
The purpose of that whole bill is to get young men who have not 


acquired these skills yet, who have not acquired these family responsi- 
bilities, who have not acquired these business responsibilities yet, 
who can, with the least disturbance to the economy and to their 
personal lives, perform the service that is needed of them for the 
defense of their country. 

Now that we are beginning to get the first crop of trained men from 
selective service, it is our hope that wherever possible, we will not 
C i in inactive re eservists any more unless the situation changes, and 
that is something we must avs make allowance for, or unless they 
have military pauliinaticinn 2 SO high that they are absolutely essential 
to the services 

Senator Lone. When vou say inactive reservists, do you include 
the commissioned officers in that statement? 

Mrs. RosenperG. Yes; I include the so-called unpaid reservists in 
that statement. 

Senator Lone. It seems some of the oreatest hardships to small- 
business men seem to be from calling up commissioned officers. 
That has been my op ongeees So many of f these young men went at 
the age I went last time, 23 24; they came out at the age of, let 
us say, 28, 29, and after ee 5 years a lot of them are succeeding. 

Senator Benron. Just beginning to succeed 

Senator LonG. Some of them are making nine, ten, twelve thousand 
dollars a year, and when we call them back in and close whatever 
business down that they have built, those people find it very difficult 
to go back from a ten-thousand-dollar income to a three-thousand-dol- 
lar income, even though that is more than the average soldier would 


} 
make 


Mrs. Rosenpera. That polies roes right through, Senator, and it 
is our hope, as I sav, to announce a policy whereby it will be clearly 
known on at type of reservist we will call, unless, as | say, the situation 
changes or unless they have military skills and qualifications that are 


absolute ly essential. 
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We also hope in the very near future to announce a policy of the 
method through which we will begin to phase out the reservists who 
have been called in, just as soon as skilled replacements can be found 
for them. 

We must have a program under which a man can have some idea 
of the time when he can expect to be released from the armed services. 
We think such a program will bring reassurance and stability into the 
lives of the men who have been called to duty. 

Senator Benton. Well, that is earnestly to be desired. I agree 
with you wholly, Mrs. Rosenberg. 

Mrs. Rosensera. It is desired and it is the objective of the services, 
and it is something which General Marshall has been very much con- 
cerned with and has given a great deal of his personal attention to and 
it is a plan on which all the services are working. 

Senator Benron. May I again ask about the crystal ball and the 
thousand manufacturers? If we conceive at this point that 500 of 
these manufacturers a year or two from now should either be actually 
producing for the defense effort, or, if not, the balance are likely in- 
creasingly to be in fields that are, as with farmers, important to the 
civilian economy, how can that particular problem be brought into a 
fair relationship with the claims and claimants of other groups for 
special treatment in line with your manpower needs? 

Mrs. RosenperG. Senator, I could give you some hopeful generali- 
ties. 

Senator Benton. That is what I would like. 

Mrs. RosensperG. Well, I doubt if you would be satisfied with 
them. 

Senator Benton. I would rather take them than nothing. 

Mrs. Rosenperc. We have been giving delays to these small- 
business men. Again, I say, Captain, correct me if I am wrong. 

Captain Duva.u. That is correct. 

Mrs. Rosrenserc. We have been giving delays and I personally 
have seen hundreds of cases, because—may I say something off the 
record? 

(Discussion off the record.) 

Mrs. Rosensera. I know in reviewing these cases we have been 
giving delays, first as much as a 3-month delay and then as circum- 
stances warranted, up to another 3-month delay, where men have said 
that they had small businesses and it was impossible for them to either 
dispose of them or find someone to run them for them or make other 
arrangements. 

We have given delays. If they have said to us that it is impossible 
for them to make proper arrangements for their families, if there has 
been illness in the families their hardships have been really given the 
most careful consideration, wherever possible. 

Now they have not received permanent deferments; is that not 
right, Captain? 

Captain Duvatu. That is right. 

Mrs. Rosensere. In those special cases where it was obvious that 
no relief could be given even after 6 months, a permanent deferment 
has been given, and I say this with the greatest reservation, because 
it is very difficult to give permanent delays. We hope that in our new 
policy it will be clearer who will be permanently delayed, but I don’t 
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want to raise false hopes or give you the wrong picture that many of 
these permanent delays have been given. 

Captain Duvatu. That is right. 

Mrs. RosenserG. Do you agree with that, Captain? 

Captain Duvauu. That is right. 

Senator ScHorpPeE.. | think naturally, as your program has pro- 
gressed you have perfected the tec hnique of getting on to these hard- 
ship cases at the outset. I have quite a number that were in my 
opinion hardship cases. For instance, let me cite just one. Here is a 
man who obligated himself. He had served three and a half years. 
He was married. He had two children. He obligated himself for 
some $30,000 including a home. 

Well, he was in the Reserve. He received a notice, he did not get 
any 3 months’ delay. He made application. ‘This happened to be a 
cleaning establishment and he had worked up a route, and all of that. 
He and his wife were both working in there, having someone in their 
home taking care of the children. Bang! When he went down to 
the military authorities in the area they said, “Well, we might just 
postpone this for a little while.”” The man had to throw his stuff 
on the market. He was ruined. Several months ago the thing you 
are mentioning now, from the purely mechanic side of the thing and 
from the practical side of the thing, just was not being worked out 
that way, and that is where we are getting a tremendous kick-back. 

I am sure that as it goes through the mill we get a better perspective, 
and we start working things out, but these early cases have left a bad 
flavor where the men were just called up quickly, you might say out 
of necessity, and I am sure that is right, because of the Korean 
picture; it was a pretty cold-blooded policy and every one of those 
cases touched a community. Hundreds knew about them and they 
said, “Hold your nose; something is rotten in Denmark,” and we got 
a flood of mail. 

[ am sure it is being much more expeditiously handled and processed 
now. Ido not mean to be critical about it, but in the beginning it was 
pretty harsh. The damage was done; and it is going to be hard to 
satisfy those folks, and all of their relatives and their connections, in 
these hardship cases. 

I mention that to you because those are the cold-steel ones that 
landed on my desk and caught me Sundays and evenings with tele- 
phone calls and everything else. 

Mrs. Rosenpere. Senator, [ am taking no issue with what you 
have said. I made a very frank admission, I think, in the beginning, 
that these hardships did occur and that full consideration was not and 
could not be given, and I know that it has left a very grave impression 
on people, but again | must only say this: Those men had an obliga- 
tion to answer a call—had the first obligation, a Reserve obligation, 
to answer a call when it was needed. 

Now the great difficulty is that when there is no equality of sacrifice, 
and when 1 man is called and 10 stay home, you feel it more keenly 
and your family feels it more keenly, and, when that 1 reservist left 
and a lot of young men stayed home, it is natural that they felt it. 

Those reservists had the skill that was needed at that moment, and 
| hope that they at least have the satisfaction that they may have 
saved a situation that might have plunged the whole world into much 
more serious circumstances. 
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That is a poor reasoning to give but I hope it is some solace at least. 

May I further say this: When | talk of hardship almost any 
reservist who has served for a few years, who has just started business, 
who is married, 7 vou look at it, Senator, from a humane point of 
view, it is all a great hardship to the individual. I am talking of those 
criteria under which we could really say it was a great hardship; 
illness, children, inability to do something with your business. 

Now I will say again, in the early days the necessity was such that 
very little consideration could be given. The situation has improved, 
and now I can say to you that the delays that are given are fair; that 
we can stand by what we are doing now. 

[ am still not saying some mistakes are not made in any machinery 
as big as this; mistakes are made; but the policies we are going to put 
into effect are going to be fair, are going to be just. 1 -cople are going 
to know wherever possible what they can look forward to and the 
cases you talked about we hope to return home as soon as we can find 
replacements for them. 

Senator Lona. It simply resolves itself into this question, does it 
not, Mrs. Rosenberg, that, when the fight is not going well, there is a 
world of hardship at all levels, on the level of the men who are fighting 
right on down to the home level of men who are having to be called 
up rapidly without having to be taking into consideration these human 
factors that you would like to consider, but that, if you can get the 
war going your way, and going the way we would like to fight it, then 
you are able to iron out many ‘of these difficulties and consider a lot of 
these factors that sometimes you just don’t have the opportunity to 
go into. 

Mrs. Rosenserc. That is right. 

Senator Benron. Could I restate it again, Mrs. Rosenberg? 

You have it seems to me three kinds of questions here. The first 
is the special hardship cases involving illness, family problems, 
children, all kinds of things—the human problem, in other words. 

Mrs. Rosensera. That is right. 

Senator Benton. Secondly, vou have got the financial questions 
and hardships, of the kind Senator Schoeppel has just mentioned. 

Now, of course, we are all hearing a great deal about those two 
categories and I am sure you are much more up to date on them than 
most of us in the Congress. 

It is the third category that I don’t believe is being heard about, 
or adequately considered, and this is not the thing anybody writes 
letters about. None of the mail deals with this. 

The third category is the importance of this small manufacturing 
business, not only to him, not to his family, not to his children, not 
even to his investment, but the great importance of it from the stand- 
point of its productivity to our war effort and to our economy. In 
other words, the importance of this fellow to all the people, not merely 
just to him. 

He has no spokesman, and that viewpoint is not represented here 
by any trade associations, labor unions or others, and it is that prob- 
lem that comes weaving in and out of our hearings, if you will agree, 
again and again, and it is that particular problem that many in the 
Congress feel is not given adequate consideration in past, present, o1 
perhaps future plans of the Defense Department. 
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Mrs. Rosensera. I can honestly say, Senator, that it is given full 
consideration. It certainly is given full consideration on the level of 
giving contracts to small business, wherever possible. 

If you are talking about whether we have the know-how of the 
small manufacturing business listed as a special skill, for which a man 
who is a reservist gets a deferment, then I will say honestly to you no, 
and | would like to go further than that. 

Senator Benton. That is a good clear-cut question that you put 
into my mouth and a good clear-cut answer, and I would like to 
examine it for a moment. 

Mrs. Rosensgra. Just a moment. I would like to finish because 
Captain Duvall would like to say something on that. 

Not if you are talking about it just as a special skill, but if you 
are talking about it as a business problem, as a financial problem, as 
a personal problem, it is being given and is given a great deal of con- 
sideration. 

Senator Benton. As a matter of importance to the entire economy, 
not to the man, his own business, his family, his stockholders. I was 
talking about it as a matter of vital significance to our entire pro- 
ductive economy. 

Mrs. Rosenserc. We agree with you on that, but if you are talk- 
ing about it as a skill 

Senator Benton. Well, I am talking about it as a skill that makes 
a great contribution to our economy, the productivity of which is 
roing to determine in large part the success of our defense effort. 
That is exactly the point, and we have put our finger right on it. 

These hundreds of thousands of small manufacturers who are run- 
ning these plants, are now making a tremendous contribution to the 
total productivity of the American economy, around which we think 
the future of war or peace may depend. 

On top of that he does have a special skill, and, in a very high 
percentage of cases, given enough time, if the defense effort continues 
to unfold along present lines, he will be directly producing for the 
defense effort in line with that special skill, but, even if he does not, 
that special skill has an enormous significance to the economy as a 
whole and its welfare and its productivity. 

We found that out in the last vears of the last war, after our Smaller 
War Plants Corporation got going. It is generally admitted; Mr. 
Wilson admitted that with great frankness when he came up to testify 
and in fact he made the statement that in a going business a combi- 
nation of skills is necessary. Of course, the key figure in this business 
is the small guy who is running it. He is the key; he is a very impor- 
tant national asset in the war effort. 

Mrs. Rosensera. Senator, we agree with you 100 percent. Will 
you please adjust one thing to it, that in these cases, some of those 
small-business men besides some of their contracts and obligations 
also have a contract which they assumed with their Government. 
We are giving every consideration to them, but we cannot lose sight 
of the fact that they have a previous contract with their Govern- 
ment, which is also an obligation that must be remembered when 
you talk of this question 
~ Senator Benton. I agree it is an obligation that must be regarded 
and the problem is to what extent is the national interest in keeping 
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these small manufacturers vital and alive and productive to be weighed 
in the balance. 

Mrs. RosenserG. To a great extent; and we are weighing it. 

Senator Benton. How are you weighing it? I thought I heard you 
say no a minute ago. 

Mrs. Rosenperc. I said not as a special skill. I know that you 
have asked whether that is on the list of critical skills, and critical 
occupations, and I would like to say that by using both the Depart- 
ment of Labor list of critical occupations and the Department of 
Commerce list of critical activities simultaneously in the calling up of 
reservists, that skill has actually been weighed. 

Besides, those lists, as you know, are being perfected so as to more 
adequately reflect the national economy. Besides we are setting up 
a machinery which has not been announced yet—I did not want to 
speak about it—of a further consideration of certain special skills 
of individual reservists. 

lL have been talking about both the Labor Department and Com- 
merce Department list. Besides that we have to develop a smaller 
list of very critical occupations. Before calling a man in these, each 
individual case would be reviewed, but that will be such a narrow 
list 

Senator Benron. From your list of the Labor and Commerce De- 
partments ~ you think that the top staffs in those departments are 
likely to give special consideration and attentiveness to the importance 
of this bat manufacturer in the economy and to the contribution 
that he can make to our national productivity? I mean is the record 
of the departments such as to give me as an individual or as a Senator 
confidence that these two departments are going to do justice to this 
problem? 

Mrs. Rosenspera Well, Senator, my feeling is that these depart- 
ments take the jobs much more seriously than sometimes you people 
give them credit for. 

Senator Benron. I do not challenge that at all. 

Mrs. RosenrerG. And | would say that I am quite sure that they 
are giving it ihe fullest consideration. 

If you are asking whether the Labor Department will sit down and 
write up what a critical skill is, I am quite certain they will consider 
every possible item in what a critical skill is. 

I come trom private industry so recently that I still think I have 
a right to say I am amazed everyday with the consideration that is 
given by Government departments to the individual needs of people 
and the understanding of their problems. 1 am going back, 1 hope, 
soon enough to private industry that I will not be regarded as a 
bureaucrat when I say, in defense of Government agencies that I 
think you can give them credit that they are paying attention to the 
problems of individuals. 

Senator Benton. Well, our previous witnesses did not indicate that 
much special consideration had been given to this problem of the 
small manufacture1 

Mrs. Rosennerc. They may not be in agreement with you as to 
whether that comes under the category of skill, but I think that every 
Government agency is very well aware of small business, maybe 
because as you si ad they have no special advocate. Everybody feels 
that they have a responsbiility toward them. 
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I know we do in the Defense Department. We feel that way. 

Captain Duva... I think I can answer part of the Senator’s ques- 
tion. 

Mrs. Rosenpera. I wish you would. 

Captain Duva ut. In the delay policy established by the Secretary 
of Defense, there is a category of people for consideration who occupy 
a key managerial position. Now, a key managerial position in a small 
machine shop would be very carefully considered. | will cite you one 
case we had of a machine shop of 17 people, where the only graduate 
engineer was a Naval Reserve officer. He was the only know-how they 
had in that small business. That small business was a subcontractor 
of Nordberg, Caterpillar, and a few other contractors working on de- 
fense contracts. We rave consideration to that case, both to keep 
that business going, and of course to the financial hardship which 
would come to that business if you took him away. 

Senator Benron. As an illustration, if the small producers through- 
“0 the country thought that this was your policy, it could have a 
big bearing on their own estimates of their future. 1 mean if you have 
enunciated what is to be your policy 

Captain Duvauu. I can read that policy, sir, if you wish. 

Senator Lone. Would you read that, if you have it there? It 
would be interesting to have in the record. 

Captain DuvaALu (reading): 


Give consideration to people in key managerial positions in essential industry 


Mrs. Rosenserc. That is what I said at the beginning. Small or 
large business, those are the deferments granted because of what the 
man does, not alone the kind of business that he is in. 

Senator Long. Here is a problem from something of a different 
point of view. There are some people who are not necessarily manag- 
ny a business, but essential to it, who cannot be replaced. We had 
testimony from the oil people before the Interior Committe: a few 


days back. They testified they could probably prod luce the oil that 
we would need in the event of a war, but you would have to leave 
them their geologists and engineers to do it. The majority of thei 
geologists, their surveys show, are Reserve officers with commissions 


in the Corps of Engineers or Army or Navy or Air Force. 

Is some arrangement being made to leave sufficient people in those 
positions that the job can be done? 

Mrs. Rosensera. Definitely, Senator 

Go ahead, Captain. 

Captain Duvauy. | will read from the Department of Defense delay 
policy: 

Members of the civilian componenis occupying ericical manag ‘rial jobs: The 


following applies only in ihe case of member oceupyirg a erivical key managerial 


position not ovherwise accounted for in the Department of Labor lisi of crivical 
oecupaiions. Such members may be au horized ae and call to aciive duty by 


the military departmem — only if all the following cri ceria are met: The 

members called to active duty would cause imaierial loss in produciion, services 

or research necessary o the na ional hes alth, safevv, or interest. Writien re pl 
itaiion is submivied giving specifie jus ificavion in delay and eall to acui 

The urgency of the civilian a outweighs the need of the Armed Forces f 


his services, and reques. for delay to active duty of men under 26 years of age 
will be considered only in exec se a’ cases. 


Senator Benron. Well, you could under that regulation cover or 
form policy that would answer all questions brought up this morning 
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lt determines how you would interpret national health, safety, and 
interest, as well as how you would interpret other things. 

Captain Duvaui. That is right. That has to come down to indi- 
vidual considerations, and, speaking for the Navy Department in 
which I happen to review all cases here, consideration is being given 
on that basis. This is the policy we are following. 

Senator Brenton. Is your poli Vv vel clear as to how much vou 
anticipate calling up these Naval Reserves, these young men, who 
sit there, not knowing what is going to happen to them, because | 
assume it is related to General Hershey’s activities on the number 
of people that he pulls in; is it? 

Captain Duvauu. Not necessarily, sir. 

Mrs. Rosenserc. The Reserve policy of the Department of 


Defense for all services—how men are going to be called up—will be 


announced in the next few weeks. 

Senator Benron. That may clear the air a oa deal, with what 
you referred to previously. You say it is not related to General 
Hershey’s activities. If he were calling in twice as many young men, 
how would that affect the problem on the need for these Reserve 
officers? Would Vou need more of them or fewer of them? 

Mrs. RosenserG. General Hershey calls in men by a plan which 
the Department of Defense asks him to follow, so that the basic 
plan accounts for the number of trained men, and the number of 
untrained, which he has to call in 

Senator Benton. | was wondering. If I read in the papers General 
Hershey is going to double the number of men that he pulls in at your 
request, is there any way I can judge from that how it may affect 
what you are roing to do on reserves? 

Mrs. Rosenserc. Not necessarily, because the trained man is 
called in ahead of the selective-service man. He forms the cadre 
and he forms ca basic crew. 

Captain Duvauu. If I might say something, there is just one point 
of view of the service in calling the reserve up, and giving con- 
sideration to his bandshin, his personal circumstances, his personal 
feeling. We are very aware of the fact that we want that individual 
to come to us in the highest state of morale he can, because, in general, 
it is the officers that we have the discussion about, and those are the 
people that we have got to rely on, once we get them into the service, 
to take the leadership and be in the best frame of mind they can 
when they come. 

Senator Benton. That is a very good point. 

We are still to hear from Mr. Flemming this morning. We have 
kept Mrs. Rosenberg much longer than I expected, not merely to 
look at her attractice dress this morning, but I want to see if Senator 
Schoeppel or Senator Long have any further questions. 

Senator Scuorepre.. I have no further questions. 

Senator Lone. No further questions. 

Senator Benton. We are grateful to you for coming up this 
morning. 

Mrs. RosenrerG. I hope our policy will be satisfactory to you. 
[ think it will be when it is announced. 

Senator Benton. That is what I was waiting for you to say. 
Why didn’t you say that earlier. 
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Mrs. Rosennpera. Senator, | have learned in testifying before the 
Senate that you don’t make any commitments until you know the 
date vou can deliver. 

Senator Benton. I wanted you to vive us one of those nice venerall- 
ties, of which you have just delivered. 

Mrs. ROSENBERG. lL have known you Loo long. I did not think 
vou would be satisfied with them 

Senator Benton. We are very grateful to you. Thank you for 
coming up this morning. Thank you, Captain. 

Mr. Flemming, why do you not move over here. I have quite an 
unusual biographical sketch of Mr. Flemming that was prepared fo1 
me by our staff, and I will pass it along for you to glance at. The 
we will have it incorporated in the record. 

(The sketch is as follows: ) 


Dr. ARTHUR S. FLEMMING 


Dr. Flemming was a member of the Civil Service Commission from June 1939 
to August 1948 He served as a member of the Committee on Organizatior 
the Exeeutive Branch of Government, headed by former President Hoover, a 
supervised its reports on manpower and personne He had been President of 
Ohio Weslevan University since 1948 

He was graduated from there in 1927 in the edueation field. Dr. Fle 
was also director of the School of Publie Affairs, American University, Washing- 
ton, D. C., from 1934 to 1939. Sinee 1948 he has been Chairman of the Adv ry 
Committee on Personnel Management to the Atomie Energy Commiss : 
During World War II he served in several Government posts having to do with 


manpower. He was Chief, Labor Supply, Labor Division, Office of Price Manag 
ment, in 1941 and 1942. He was a member of the Manpower Survey Board of 
Navy Department 1933-34, and Chairman of the Management Labor Poliey 
Committee of the War Manpower Commission, 1942-45. From 1944 to 1947 
he was a member of the Advisorv Council, Retaining and Reemployment Adi 
istration, Labor Department. 

Dr. Flemming was born in Kingston, N. Y., in 1905. He received a ma 
degree from American University in 1928 and a bachelor-of-laws deg 
George Washington University in 1933, He was appointed Assistant in Charge 
of Manpower Probl ms, on February o, L951. 

Senator Benron. Would you explain your relationship to Mrs 
Rosenberg to us? What is your connection in your roll with M1 
Wilson with Mrs. Rosenberg? 


STATEMENT OF DR. ARTHURS. FLEMMING, ASSISTANT IN CHARGE 
OF MANPOWER PROBLEMS, OFFICE OF DEFENSE MOBILIZA- 
TION 


Dr. Fuemmine. Mr. Chairman, I will be very happy to address 
myself first of all to the roll of the Office of Defense Mobilization in the 
manpower field; and, in doing that, I will be able to indicate our 
relationship to the Defense Department. 

Senator Benton. May I say to Senator Schoeppel and Senator 
Long that Mr. Flemming is very new in this role with Mr. Wilson, 
but he is very old in his experience in Washington and his experience 
with these problems we are wrestling with this morning. 

I told him that he can either speak to us in his role as an official 
or, if he has any private views growing out of his experience that he 
wants to dissociate from his official connection with Mr. Wilson, we 
would be interested, in having those also. You distinguish for us 
which hat you are wearing as you go along with your testimony 
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Dr. FLemmina. Thank you, Senator. I appreciate that. Of course, 
having been in Washington for 9 years in a public position, I realize 
that it is almost impossible to disassociate one’s private views from his 
office views. 

Senator Benton. I was really trying to encourage you to make 
your presentation more freely. 

Dr. FLemminG. Well, first of all, let us take a look at the relation- 
ship of the ODM to the total manpower problem. 

The Executive order which established the Office of Defense 
Mobilization provided that the Director—that is, Mr. Wilson—‘‘shall, 
on behalf of the President, direct, control, and coordinate all mobiliza- 
tion activities of the executive branch of the Government,” including 
manpower 

That is, manpower was included in the list of activities which should 
be controlled and coordinated. 

Mr. Wilson decided to take the following steps in order to obtain 
assistance in the discharge of his responsibilities in the manpower field 

First, he decided to appoint an assistant to the Director in Charge 
of Manpower Problems, and I happen to occupy that particular post 
at the present time. 

Senator Benron. You report directly to Mr. Wilson? 

Dr. FremminG. That is correct, sir. 

In the second place, he decided to establish a Manpower Policy 
Committee, consisting of the Assistant Secretary of Defense, Mrs. 
Rosenberg; a representative of the Department of Agriculture, who 
is the Under Secretary of Agriculture, Mr. McCormack; a representa- 
tive of the Department of Labor, who is Dr. Frank Graham, now the 
Administrator of the Defense Manpower Administration within the 
Labor Department; the Director of Selective Service, General Hershey; 
the Chairman of the Civil Service Commission, Mr. Rampseck; the 
Deputy Administrator of the Defense Production Administration, Mr. 
Gibson; and the Chairman of the Wage Stabilization Board, Mr 
Ching 

Senator Benron. You are the chairman of this group? 

Dr. Fiemuinc. That is correct. He designated me as the chairman 
of the Croup 

In the order establishing this committee, Mr. Wilson provided that 
it should advise him on problems relating to manpower, including the 
allocation of me power , to meet civil and military requirements. 

He also provided that it should review Federal policies, plans, and 
programs relating to manpower, and formulate recommendations for 
him to improve their coordination and effectiveness, and that it should 
review and formulate for him proposed legislation and Executive 
orders as well as administrative orders and regulations relating to 
manpower. 

Senator SCHOEPPEL. May I break in right there? You say “review 
manpower’ and you mentioned military and civilian. Is it going to 
be a part of your responsibility, or your Department’s, to review 
this big pool of manpower that is lying around net doing too much, 
even in the military, because I am going to have something to say 
about that, and other Senators are, down the line a little way. I 
wonder where we can go to get some information strictly from the 
military? 
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Dr. FLemmina. Senator, it is my judgment that we must have a 
policy on the effective utilization of manpower, both within the 
executive branch of the Federal Government and within private 
industry, and that we must assign responsibility for carrying through 
on such a policy. 

Senator Benton. And within the Defense Department? 

Dr. Fuemmina. I include that in the executive branch, of course. 
Personally, I feel that manpower utilization is one of the most impor- 
tant items for us to tackle. 

As far as the executive branch of the Government is concerned, 
I think possibly the members of the committee have noted the com- 
ments of the Chairman the Civil Service Commission on this 
particular point. He is vitally ie in it and, having been 
associated with him hai Wald War II, when I was on the Civil 
Service Commission and when he was chairman of a committee of 
the House investigating that particular matter, I am sure he means 
business. 

Senator Benron. Would your committee have power over ‘the 
Defense Department on whether it is effectively using manpower’ 

Dr. Fieminc. The answer to that is this: Mr. Wilson would have 
the right to formulate a policy designed to bring about effective utili- 
zation of manpower and to assign responsibility for the carrying out 
of that policy to, let us say, the Civil Service Commission, that being 
the personnel agency of the Federal Government, and to follow through 
to see that the Civil Service Commission carried it out. 

Senator Benron. I mean if you thought that 2 percent was too 
low a limit for women in the armed services, would your committee 
have the authority to say “We think it ought to be 6 percent.” 

Dr. Fiemuinec. The answer that I just gave you related to civilian 
personnel within the executive branch of the Federal Government. 
As far as military personnel is concerned, Senator, I think this must 
be kept clearly in mind: The Congress, by law, has fixed the respon- 
sibility for handling military personnel problems with the Depart- 
ment of Defense, and an Executive order of the President, such as 
the one he issued creating Mr. Wilson’s office, cannot change that 
law and cannot change the responsibility that has been fixed with the 
Department of Defense. 

My answer related primarily to the civilian personnel probler 
which, of course, is a problem of the Defense Department, as wi I as 
all of the other executive departments of Gove cuaiedh: 

Senator ScHorppet. But your civilian agencies and the civilian 
phase of this thing tie very definitely into the military by civilians 
being moved in, releasing a lot of military, by the thousands, who are 
now sitting around doing very ordinary work. where they could be 
doing much greater work and directing their activities along trained 
lines that the taxpayers have paid for in the interest of military 
defense. 

Dr. Firemmina. Senator, I agree that there is a very oe roe 
ship between the two problems and that is certainly a problem th: 
we dealt with constantly during World War II, and it is going to have 
to be dealt with again. There is no doubt about it. 

Might I also say that it is Mr. Wilson’s desire, and I feel sure that 
desire will be realized, to establish a labor-management manpower 
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policy committee, which will likewise make recommendations to him 
on problems of manpower policy. 

Now that is the organizational set-up for our Office. 

After receiving advice from the sources indicated, that is, from the 
Manpower Policy Committee, and we hope ultimately from a labor- 
management-manpower Bene committee, final determinations rela- 
tive to policy will be made by Mr. Wilson and will control the activities 
of the agencies that have operating responsibilities in this field. 

My last statement is, of course, subject to the qualification that 
where statutory responsibility has been fixed at a particular point, the 
President, by Executive order, cannot shift that resy ponsibility and the 
only way that can be done is ewan a reorganization plan 

The operating responsibilities in the manpower field will remain, 
however, right where they are, and I would like to underline that 
particular statement. Whatever staff work may be required by the 
Office of Defense Mobilization in the manpower field will be delegated 


to the agencies that have operating responsibilities. In this manner 
we hope to avoid having any staff of our own in the manpower field, 
and hope to avoid duplicat on of sta iT work in the ee field 
In other words, we hope to set the right kind of an example as far as 


effective utilization of manpower is ee 

Now, hav ine’ indicated the role of the Office of Defense Mobilization 

the manpower field, | would like to comment just briefly on the 
subject matter in which this committee is interested, namely, the 
relationship between the activities of the Federal Government in the 
manpower field, and the problems of small business 

As manpower shortages deve ‘lop in Various occupation: al categories, 
small business of course will be up against identically the same type of 
problem that will confront larg business concerns, Without having 
available in many instances the same resources that will be available 
to large industrial concerns 

lf am thinking, for example, of the personnel offices that are very 
often available to the large industrial concerns, whereas, in many 
instances, the small business concern does not have access to a per- 


sonnel staff within its own organization. 

Senator ScHOEPPEL. And right ther Dr. Flemming, is where a lot 
ot small bh ISIN esses are be nge siaciel Crene ral Electric, General 
\Mlotors, and : ill of those giants have such a pool of f personnel If vou 
took 15 or 20 fellows out of 1 department they \ vould have enough 


trained aciee to fill in anyway; but you take them out of the smal! 
business and you take the intestines out of that small business. 

Dr. Fiemmina. I certainly agree with you, Senator, on that. The 
thing that I had in mind particularly was this, that where the large 
business concern has a recruiting problem, it will often have a well- 
staffed personnel office to go out and handle that recruiting problem 
for it. Where it has a problem of breaking down its jobs with the 
idea of developing an effective training program, it will have one or 
more experts on its staff to carry forward a program of that kind, 
whereas the small business concern very often does not have access 
within its own organization to that type of skill. 

Now under such circumstances, we hope that the small business 
concerns will take full advantage of the system of Federal-State em- 
ployment offices. We hope that they will take full advantage of the 
services that those offices can render in the field of recruiting and | am 
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thinking also in terms of their taking advantage of the services whicl . 
those offices in many instances are equipped to render in the field of 
manpower utilization. 

I believe that these offices will do everything within their power to 
render outstanding service to small business concerns. Whenever it is 
felt that they are not rendering such service, we will certainly want to 
know about it and I feel confident that the Department of Labor, 
which is the operating agency in this particular area, will take steps 
designed to correct the situation. 

Senator Benton. Do you think this is a good idea? It was an idea 
I suggested. It may have been Sen: ator Schoeppel who suggested it 
I do not want to take credit for it if it is not my idea. 

At an earlier hearing it was match Just as Mr. Wilson has 
set up these advisory committees to guide him here in Washington, 
would it be a good idea if these offices out in the field ealled in the 
chambers of commerce, because most of the type of small-bustness 
men we are talking about probably belong to the chambers. They 
would Say “We can see there is this special problem of the little 
productive businessman” and you have defined pretty clearly what 


you mean by small-business man. You are not talking about the 
hot-dog-stand man or even the fellow operating a gasoline station, 
though he is productive, but we are not talking of the distributor as 
much as we are the producer, the manufacturer 

He does not have the personnel departme nts; he does not have the 
pool reserve. You set up a committee here; you know these met 
you know their potential. You know the good ones who may fiona 
a year hence effective in handling war contracts, and give us your 
guidance and advice out of the many of the business communities in 
this State, for instance. 

Would that be a good thing for these offices to do, assuming the 
chambers of commerce would cooperate with them, as I would [il 
to hope that they would? 

Is that your idea or was it my ide ~ 

Senator Schoeppel. We discussed 1 

Senator Benron. It is Senator Se ws ‘ppel’s and my idea; our idea 

Senator ScHorepre.. One of the Senators suggested he did not 
think it would be practical. 

Dr. FLemmina. Well, Senator, during World War II, as you know 
I served as a member of the War Manpower Commission and at that 
time we had a labor-management committee at the national level, 
of which I had the privilege of serving as chairman. 

We also had regional and area labor-management committees, 
representative both of labor and management. 

Senator Benton. Should those be reconstituted? 

Dr. FLemmina. In my judgment they should be and the Department 
of Labor is in the process of doing so and we will lend every possibl 
encouragement to the carrying forward of that program. 

Senator Brenron. I like the idea of labor-management better than 
I do the chambers of commerce. I was using the chambers because 
they would probably contribute the representatives on the manage- 
ment side. 

Dr. FLemmina. In the final analysis, manpower problems are going 

be handled effectively only as you provide effective mechanisms 
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down at the grass roots. There can be some planning here in 
Washington but—— 

Senator Benton. Good for you. I agree on that. 

Dr. Femina. Unless you get it right down there at the community 
level, and unless you get the enthusiastic support and cooperation of 
all segments of the community in what you are trying to do in the 
interest of a national defense program, the problems will not be handled 
in an effective manner. I can assure you that we will do everything 
within our power to see that manpower problems are handled in that 
way, and I know that that is the disposition of the operating agencies, 
because I know many of the men who are in these key manpower posts 
at the present time. 

Senator Benton. I am glad to hear that you have plans to set up 
these local committees and consulting groups. 

Dr. Fiemrina. I feel sure that they will be set up. 

Senator ScuorrreL. Might I ask this question. I do not want to 
have you anticipate something, if you have not progressed to the point 
where you would care to answer, but, on these local levels, I would not 
see any great necessity for putting in another large organization. 
However, something like this could be keyed in to each of the States 
so that there would be someone to represent these men and to go to 
bat for them. This is pretty well lacking now in these small-business 
groups. When they get up to the State level there is a disposition on 
the part of the authorities, with all due respect to Mrs. Rosenberg and 
General Marshall, to take the men. They want the skilled men: 
They do not care if they have got a job to do. They say “this” comes 
first. Maybe that i is all right, but who is looking out for these fellows 
when they come up? They will generally say, ‘Well, the draft board 

says that is O. K. The State board says, “we are going to back up 
the draft board,” and the case comes to Washington only under a 
very, very small percentage. There are so many that can vote 
against it on the State level before it comes to Washington. If they 
had some group in each of those States whose business it would be to 
check into this, or if the men could feel they had an opportunity to 
go to someone for a little more skilled guidance and approach to what 
the problem is, it might be helpful. 

Dr. Fiemmina. If I may draw on my World War II experiences 
with these labor-management committees, I should say normally those 
committees would have on them, or did have on them, representatives 
of agriculture, and I am sure that the same thing willl be true in con- 
nection with the present defense program. I know from practical 
experience that time and again those area and regional committees 
would become very much concerned about what was happening, as 
far as selective service was concerned, or about some other aspects of 
the military personnel problem, and they would ask, for example, the 
State director of selective service to meet with them so that he could 
present his point of view, and so that they could present their point 
of view. 

Now there was not anything official about that. They were simply 
giving them their point of view and he could accept it as he saw fit, 
but, in many instances, it did modify his views and he did approach 
the matter from a different angle. 

That is why I say if we can get it right down at that level where 
people down there will talk to one another about these mutual prob- 
lems, I think we can get some satisfactory solutions. 
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Senator Scnorpre.. I agree with you on that. 

Dr. Fiemmina. I might say there, Mrs. Rosenberg, who has just 
testified, was chairman of one of those regional labor-management 
committees over in the New York area, and did an amazingly effective 
job in making it possible for such relationships to be established. 
I am sure we can do it again. 

Also, of course, as we think in terms of the personnel problems that 
confront small business and large business, we hope that both of them 
will take steps designed to bring about the fullest possible utilization, 
for example, of those persons who are ordinarily classified as the 
physically handicapped. 

Certainly during World War II we discovered it made good sense 
to analyze the faculties and abilities of persons for jobs, irrespective 
of any other physical handicaps they might have. In other words, 
we certainly hope that small business, along with large industrial 
concerns, when they are faced with the necessity of a replacement, 
now or maybe 6 months from now, will not ignore persons that we 
so often glibly classify by saying ‘Well, they have a physical handicap, 
and they « ‘an’t be put to work” when in reality they may have the 
faculties sal abilities that are needed for that particular job. As 
far as that job is concerned, they are not physically handicapped 
people. 

Also, of course, we certainly hope that such concerns, small business 
concerns, along with large business concerns, will do everything that 
they can to make sure that those who hire are not indulging in dis- 
criminatory hiring practices, and will fully utilize those persons that 
we think of as belonging to minority groups. 

We also hope of course that they will analyze their jobs carefully 
in terms of the faculties and abilities needed and determine just where 
they can utilize women who may be available for work. Personally 
I feel that the same thing holds for those that we normally think of 
as people who are beyond retirement age. 

Senator ScnorpPeL. That is the point I was coming to. 

Dr. Fuemmina. I agree with you, Senator, because I think possibly 
the age we have fixed for retirement has been all right under normal 
conditions, but certainly under present conditions, there are men 
who are beyond retirement age who are anxious to participate in the 
defense program, and I hope that small business concerns and large 
business concerns will not overlook that source of supply. 

Senator Benton. And you and I know some out-of-work professors. 

Dr. Fuemmina. Yes. 1 have run into that situation. I think in 
fact that educational institutions can well afford to take a look at 
their retirement policies. 

Senator ScHoEPPEL. Do you not think that some place down the 
line, if we are going to be realistic, we may come to the point where 
we are going to have to work more than just 40 hours a week? 

Dr. Fiemmina. Well, Senator, the latest statistics I have seen 
indicate that in the manufacturing industries, for example, in recent 
months, the average workweek has stepped up to 41. And of course 
as we know, during World War II, it reached—this is an average of 
course—a peak of 45.5. 

Now when we have an average workweek now of 41 that means 
that there are some industries that are working 48 hours, because we 
know that there are others that are working possibly 40 or below. 
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Senator ScHoEepPeL. I am thinking in terms of saying “Sure, there 
are some working 48 hours. They are working for time and a half 
and double time.”’ 

If we are to be called on in the next 2 years to do a job, can you 
tell me what in the name of common sense is wrong—and I want 
people to have good wages—with stretching this workweek out to say, 
44 hours a week? 

That is going to save a tremendous amount of manpower that can 
be directed toward a lot of other very important things, is it not? 

Senator Benton. Bearing on this question, the representative of 
the Department of Labor said he had statistics that showed that the 
productivity fell off after 40 hours. Do you accept the statistics that 
that extra 4 hours will add appreciably less than 10 percent to the 
productivity of the individual? 

Dr. FLemmina. Of course, I think that depends a lot on the nature 
of the work, the type of work. I think it is a factor that has to be 
taken into consideration. 

On the issue that Mr. Schoeppel has raised, I would like to comment 
on it. I have views, but I think in all fairness I should not at this 
sonar comment because it is now a matter which is to be considered 
by the Manpower Policy Committee, of which I am the Chairman, 
and it is also a matter that I would like to present to the labor- 
management committee as soon as it is established. 

Senator Benron. Are you going to consider it applying to Govern- 
ment employees too? 

Dr. FLemmina. We will take a look at the total problem, and we 
will make recommendations on the matter. 

Senator Benton. I am not suggesting you work under 44 hours, 

enator Schoe ppel. You and I do not need to be inspected on that 
score, | am afraid. 

Dr. Pranenea: That is under active consideration. We will work 
out a policy statement and of course, we will make it public as soon 
as we have. 

I have listened with a great deal of interest to the discussion that 
has taken place between the members of the committee and Mrs. 
Rosenberg, and certainly I want to say that it is recognized that small 
business is confronted with the same basic problems relative to the 
deferment of persons who are subject to the Selective Service Act and 
relative to the deferment of those who are Reserve officers that con- 
front larger concerns but it is also recognized, and I think this point 
has been brought out this morning, that the loss of just one person may 
be far more serious as far as small business activities are concerned 
than would be the loss of a number of persons by a larger concern. 

Certainly the peculiar problems confronting small business should 
be taken into consideration by both selective service and the Depart- 
ment of Defense. General Hershey has testified before this commit- 
tec: Mrs. Rosenberg has now testified before this committee. I am 
confident of the fact that the considerations which have been under- 
lined here this morning will be reflected in the policies that are worked 
out by both of these Departments. At the same time, however, | 
hink all of us recognize that small business, along with large indus- 
trial concerns, should recognize the necessity of doing everything 
— their power to engage in the kind of planning in the personnel 
field which will enable them in some instances to obtain replacements 
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and in other instances to train replacements, so that these concerns, 
along with everyone else can make their contribution to the strength- 
ening of our Armed Forces. 

In other words, all 1 am saying is that I think that as we take a 
sympathetic interest in the personnel problems that confront small- 
business concerns, we must at the same time say to them “There is an 
obligation resting upon you to apply sound principles of personnel ad- 
ministration to your work, just as there is an obligation resting on 
larger concerns to do the same thing, and if you can, in a period of 4 
or 5 months obtain a replacement, you have an obligation to do it or 
if vou can take someone within your organization and train him so he 
can assume these re sponsibilitie Ss, you he ave an obligation to do so.”’ 

| pe rsonally feel that it is ve rv encouraging 
tee of the Senate is giving consideration to these problems in the man- 
power field, and I can assure you that our office will be very happy to 
have you make available to it at any time information which is brought 
to your attention bearing on the problem. Also I can assure vou that 
whenever the Office of Defense Mobilization ts called upon to develop 
policies in the manpower field, it will give consideration to some of the 


r lo know that a commit- 


special problems, or peculiar problems that confront the small busi- 
nessman 
Senator Benron. Dr. Flemming, thank vou for that excellent state- 


ment, through which your long experience in this field certainly shines 
forth. I ~_— the people of the country are very fortunate to have 
vou back in Washington in this position of great responsibility 

Could I suggest that your committee in its interest in small busin 
devote itself, and | think you will get ideas out of these hearings, too, 


a definition of precisely what is meant by the phrase? The two words 
‘small business’? have been kicked around as a political slogan until 
they are tarnished and fraved, and because a high percentage of people 
in the country want their children to have their own businesses, even 
if the parent cannot, these two words have assumed this, alleged 


magical quality to people in politics and public life. 

I think the comment I made earlier, with which Senator Schoeppel 
agreed, that we are interested in productive small business, helps to 
clear the air, and just what is productive small business, if more 
sharply defined, might make the Defense Department and others 
more understanding and much more Jenient in consideration of the 
vreat significance and importance of the productive small businesses to 
the American pe ople as a whole. 

Secondly, | would suggest that you take the three categories that 
ve have clarified here in these hearings, the first category of the great 
human problem which runs through Mrs. Rosenberg’s letters, the in- 
justices and hardship cases, and so forth; the second category, which 
is the financial problem that Senator Schoeppel and Senator Long 
both referred om but it is quite a distinct and different category, but 
the third one which has not had in my judgment anything like the con- 
sideration of the first two, is the great significance and importance of 


these productive small enterprises to the defense economy, and to 
such chance as we may have, going through | his long period of crisis, 
to the maintenance of a maximum amount of enterprise so that we 
may come out of it with what we can salvage of what we seas to call 
our free enterprise system. 
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That is a matter of great national concern that far transcends, in 
my judgment, the individual hardship case, that this is tough on the 
young man and his family. It is the kind of problem to which these 
top boards should give consideration. I do not believe consideration 
has been given to it, because these men in general lack spokesmen, 
lack trade associations, and so forth. 

Dr. Fiemmina. Certainly we will be very happy to give consider- 
ation to those matters, and I think vou appreciate the fact that the 
Defense Production Administration, for example, itself has been de- 
voting possibly more and more attention to this over-all problem, and 
what they do ties in with the manpower end of it. 

Senator Benton. Mr. Wilson understands this problem if he can 
find time to think about it. 

Dr. FLEMMING. Well, since you have received testimony from the 
Defense Production Administration—possibly not-—there has been 
appointed a deputy administrator under Mr. Harrison of the Defense 
Production Administration, Mr. Pritchard, whose sole responsibility 
is to work on problems in this particular area and I know in the few 
weeks that J have been on the staff of the Office of Defense Mobiliza- 
tion, | have heard this problem, the problem that we have been talking 
about here, discussed quite a number of times. 

Senator Benton. That is good news and that is very constructive, 
but Senator Schoeppel may not have had as much experience as | 
have had with Government departments and their alleged small busi- 
ness divisions and activities, and I would just say in general, they 
have public relations and publicity operations in general, without, in 
general, again there are exceptions, ever having done much for the 
small productive enterpriser in the country; and [ am not going to 
be more specific, but I would like to have the Secretary of Commerce 
feel that he was the secretary for small independent enterprise. I 
would just as soon rename the Commerce Department to make it 
Secretary for Small Independent Enterprise, but I do not think that, 
in general, has been the attitude of the Commerce Department, so I 
am glad to hear you have deputy. 

[t is further evidence that Mr. Wilson does understand the problem, 
if he can find time to devote himself to it. 

Senator Scnorpre.. Along that line, where you might say it turns 
on the public relations phase, I had an experience in my office in con- 
tacting one of these departments, as a member of this Small Business 
Committee in the Senate. It came to me from three different sources 
in my State and one of the adjoining States when I was seeking 
information as to what they were doing. I was referred to a certain 
gentlemen in the Department who had a responsible position. When 
I called him I did not disclose the fact I was a Senator, which I should 
not have to anyway; but he said “Well, don’t you think that you are 
getting yourself in for a lot of diffic ulty and trouble trying to carry 
all those responsibilities? Why don’t you just tell those people some- 
thing, because we can’t get down to those kind of cases.”’ 

I did not like a bit of that. I did not like any significant part of it. 
If it had been in my department, when I was Governor of my State, 
[ would have fired him on the spot. 

He has the wrong perspective. Those are the kind of folks and 
views I do not want to fool with in Washington, and that is where 
fellows like you can do a significantly good job, by seeing that they 
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have an interest in the individuals who come for help. While it may 
be a little detailed and worrisome, nevertheless, it is a problem that 
people have got a right to come to somebody for aid and assistance 
and guidance, not as if for special privileges. 

Senator Benron. Would you, with Mr. Pritchard and Mr. Wilson, 
at such time as he has for it, add to the record here anything that you 
want to add in the way of recommendations to this committee? We 
are going to write a report. We have asked Mr. Gibson to do that, 
with emphasis in part on the financing problem. I think we asked the 
representative of the Labor Department to do that also, and if you 
have recommendations that will affect the writing of our report, or 
any needed legislation, or any way this committee can be helpful to 
you in your great responsibilities, we would like to have them, and 
like to have them as a part of this record. 

Senator Schoeppel and I and Senator Long would like to be guided 
by them in the preparation of our recommendations to the Small 
Business Committee. 

Senator ScHonppsE.. I think that would be very helpful. 

Dr. Ftemmine. Thank you. 

Senator Benton. The hearing is adjourned. 

(Whereupon, at 12 noon, the committee adjourned, to meet at the 
call of the Chair.) 
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